Communication Ethics: Ellul\u27s Complexity of Form by Pabis, Marianne
Duquesne University
Duquesne Scholarship Collection
Electronic Theses and Dissertations
Spring 5-11-2018
Communication Ethics: Ellul's Complexity of
Form
Marianne Pabis
Follow this and additional works at: https://dsc.duq.edu/etd
Part of the Christianity Commons, Ethics in Religion Commons, Philosophy of Language
Commons, Philosophy of Mind Commons, Religious Thought, Theology and Philosophy of
Religion Commons, and the Rhetoric Commons
This Immediate Access is brought to you for free and open access by Duquesne Scholarship Collection. It has been accepted for inclusion in Electronic
Theses and Dissertations by an authorized administrator of Duquesne Scholarship Collection. For more information, please contact
phillipsg@duq.edu.
Recommended Citation





6XEPLWWHG WRWKH0F$QXOW\ *UDGXDWH6FKRRO RI/LEHUDO $UWV
'XTXHVQH 8QLYHUVLW\














































'LVVHUWDWLRQ VXSHUYLVHG E\5RQDOG &$UQHWW
7KLV SURMHFW DLPV WRHQODUJH XQGHUVWDQGLQJ RI(OOXO¶V GLOHPPD RI WKHHWKLFDO
&KULVWLDQ FRPPXQLFDWRU WKURXJK DKHUPHQHXWLF H[SORUDWLRQ RIKLV LQWHQWLRQDOO\ XQ
SDUDGLJPDWLF WUHDWPHQW RIWHFKQRORJ\ DVWKHGHWHUPLQLQJ IDFWRU LQ WKH IRUPDWLRQ RI
FRQWHPSRUDU\ VWUXFWXUDO UHDOLWLHV DFODLP FHQWUDO WR(OOXO¶V WKHRU\ RI WHFKQRORJLFDO
VRFLHW\ ,WDWWHQGV WRWKHTXHVWLRQ RIZK\ RYHUWKH FRXUVHRIPRUH WKDQERRNVDQG
RYHUDUWLFOHV (OOXO KDVUHIXVHG WRH[SRXQG XSRQ WKLV FODLP DVDQRYHUDUFKLQJ
WKHRUHWLFDO FRQVWUXFW $VDFRQWULEXWLRQ WRWKHILHOG RIFRPPXQLFDWLRQ HWKLFV IURP (OOXO¶V
&KULVWRFHQWULF SHUVSHFWLYH WKLV ZRUNDOVRH[SOLFDWHV WKH LPSRUWDQFH RIZKDW KDVEHFRPH
ZLGHO\ UHFRJQL]HG DV(OOXO¶V ³GLDOHFWLF PHWKRG ´ RI VRFLDO DQDO\VLV IURP WKHVWDQGSRLQW RI
UKHWRULFDO LQWHUUXSWLRQ SRLQWLQJ WRWKHDEVHQFHRISKHQRPHQRORJLFDO GLVWDQFH DVWKHPRVW




&KDSWHU (OOXO¶V &RPPXQLFDWLRQ (WKLF DQG&KULVWRFHQWULF 3KLORVRSK\ RI
&RPPXQLFDWLRQ 
&KDSWHU(OOXODV,FRQRFODVW$&RPPXQLFDWLRQ3HUVSHFWLYH 
&KDSWHU 'DYLG /RYHNLQ RQ(OOXO¶V 3KHQRPHQRORJ\ RI WKH7HFKQLFDO
6WDWHRI0LQG






(OOXO¶V &RPPXQLFDWLRQ (WKLFDQG&KULVWRFHQWULF 3KLORVRSK\ RI&RPPXQLFDWLRQ
7KLV SURMHFW HQJDJHV DFRQVWUXFWLYH KHUPHQHXWLF UHDGLQJ RIWZRRI -DFTXHV(OOXO¶V WH[WV
SODFHG LQ FRQYHUVDWLRQ LQRUGHUWRORRNDW(OOXO IURP DFRPPXQLFDWLRQ HWKLFV SHUVSHFWLYH DQGWR
H[SOLFDWH WKHUHODWLRQ EHWZHHQ (OOXO¶V FRPPXQLFDWLRQ HWKLF DQGKLV &KULVWRFHQWULF SKLORVRSK\ RI
FRPPXQLFDWLRQ 7KHILUVW WH[W7KH3UHVHQFHRIWKH.LQJGRPLV YLHZHG SULPDULO\ DVD
WKHRORJLFDO ZRUNZKLOH WKHVHFRQG7KH7HFKQRORJLFDO6\VWHP LV GHVLJQHG WRIXUWKHU
H[SOLFDWH WKHVRFLRKLVWRULFDO DQDO\VLV LQIRUPDOO\ UHFRJQL]HG LQ WKHVFKRODUVKLS DV(OOXO¶V
µWHFKQRORJLFDO WULORJ\¶ WKURXJK WKH OHQV RIZKDW FDQEHFRQVLGHUHG DV\VWHPV WKHRU\ RI
FRPPXQLFDWLRQ (OOXO¶V &KULVWRFHQWULF SKLORVRSK\ RIFRPPXQLFDWLRQ GHVFHQGV IURP KLV IDLWK LQ
DQHVFKDWRORJLFDO 5HDOLW\ UHDOLW\ SUHVHQW LQ DQGWKURXJK WKH,QFDUQDWLRQ )RU(OOXO WKH3UHVHQFH
RI*RGZLWKLQ WKHFRQFUHWH UHDOLW\ RI WKH$OUHDG\ EXW1RW<HWRIWKH HVFKDWRQ HVWDEOLVKHV DIUHH
DQGRSHQVSDFHZKHUHLQ WKH&KULVWLDQ LVFDOOHG WREHDZLWQHVV WRWKHUHDOLW\ WKDW*RGLVDOUHDG\
DPRQJ XV7KH UHDOL]DWLRQ RI*RG¶VLPPDQHQW \HWXQVHHQ SUHVHQFH UHTXLUHV WKH&KULVWLDQ WROLYH
WKLV FRQWUDGLFWLRQ DVDVLJQ RI WKH WRWDOLW\ RI'LYLQH SUHVHQFHZLWKLQ OLIH DQGWLPH (OOXO¶V HQWLUH
FRUSXV LVUHIOHFWLYH RIWKLV &KULVWRFHQWULF SKLORVRSK\ RIFRPPXQLFDWLRQ DQGFRPPXQLFDWLRQ
HWKLF RQHZKLFK ILQGV LWV JURXQG LQ WKHSHUVRQDO UHDOL]DWLRQ WKDW'LYLQH SUHVHQFH LQ KXPDQLW\ KDV
WKH H[LVWHQWLDO FRQVHTXHQFH RIUHRUGHULQJ WKHKLHUDUFK\ RIGRLQJ RYHUEHLQJ DVDSULPDU\ YDOXH LQ
FRQWHPSRUDU\ VRFLHW\ ,Q(OOXO¶V WKHRFHQWULF ZRUOGYLHZ WKHUHDOL]DWLRQ WKDW WKH'LYLQH SUHVHQFH
LV DOUHDG\ DPRQJ XVSODFHVKXPDQ EHLQJ LQ DQLQFRQWURYHUWLEOH UHODWLRQ ZLWK 'LYLQH %HLQJ 7KXV
(OOXO¶V H[LVWHQWLDOO\ IRXQGDWLRQDO GLDOHFWLF DZDUHQHVV RIEHLQJ LQ UHODWLRQ UHTXLUHV WKHVHDWRI
&KULVWLDQ YDOXH WREHSODFHGXSRQ EHLQJ WKH VLJQ RIWKLV SUHVHQFH LQ HYHU\GD\ OLIH UDWKHU WKDQ
ULVLQJ XSRUPRYLQJ LQ DQXSZDUGSURJUHVVLRQ WRZDUG*RG)URP WKLV VWDQGSRLQW (OOXO¶V
&KULVWRFHQWULF SKLORVRSK\ RIFRPPXQLFDWLRQ DQGLWV DWWHQGDQW HWKLF RIKXPDQ FRPPXQLFDWLRQ
PLJKW EHVXPPDUL]HG LQ WHUPV RIWKH IROORZLQJ SUHVFULSWLRQ D&KULVWLDQ OLIH RXJKW WREH
JURXQGHG LQ DGLDOHFWLF DZDUHQHVV WKDW SODFHVSULPDF\ XSRQ EHLQJ WKH VLJQ RI'LYLQH SUHVHQFH DV
DUHVSRQVH WRDUDGLFDOO\ VXEMHFWLYH SKHQRPHQRORJLFDOO\ SDUWLFXODU DQGWHPSRUDOO\JURXQGHG
XQIROGLQJ RI HYHQWV WKDW FKDUDFWHUL]H WKHKXPDQ H[SHULHQFH RI UHDOLW\ DVJLYHQ
$VWKHHPERGLPHQW RI WKLV VLJQ WKH&KULVWLDQ DFWLV RQHWKDW UHVSRQGV LQ REHGLHQFH WRWKH
'LYLQH RUGHULQ HYHU\ WHPSRUDO HQFRXQWHU DVOLYHG ZLWKLQ WKHXQIROGLQJ G\QDPLF RIFRQFUHWH
UHDOLW\ 7KHUHIRUH D³&KULVWLDQ HWKLF ´ ± LQ DVPXFK DVLW LVDWDOO SRVVLEOH IRU(OOXO WRFODLP WKH
H[LVWHQFH RIRQHDQGWRSURYLGH DGHVFULSWLRQ RIDKXPDQO\FRQVWUXFWHG ³HWKLF ´ RIEHLQJ WKHVLJQ
RIWKH3UHVHQFHRIWKH:KROO\ 2WKHUDVLW LV RIIHUHG LQ WKHXQIROGLQJ RIOLIH LQ WKHVHHQZRUOG ±
GRHVQRW DWWHPSW WR³IL[ ´ WKLV QDWXUDO XQIROGLQJ LQ WLPH DQGVSDFHLQWR DQDUWLILFH E\ZD\RIDQ
REMHFWLYH UXOH EDVHGXSRQ DQDEVWUDFW LPDJH RIZKDWPLJKW FRQVWLWXWH DJRRGRUHWKLFDO UHVSRQVH
LQ DGYDQFH RIWKHRFFXUUHQFH WKDW GHPDQGV HWKLFDO DWWHQWLRQ 7RDUWLILFLDOO\ ³IL[ ´ ZKDW LV
QDWXUDOO\ IOXLG DQGG\QDPLF IRU WKHSXUSRVHRI LPSRVLQJ DFORVHGSUHVFULSWLRQ IRU UHDFWLRQRU
WKH UHSOLFDWLRQ DQGUHSURGXFWLRQ RIDQDFWLRQ GHFLGHG LQ DGYDQFHZLWKLQ DV\VWHP LV WKHRSSRVLWH
RI³HWKLFV ´ IRU(OOXO (OOXO¶V FRPPXQLFDWLRQ HWKLF DVLQIRUPHG E\KLV &KULVWRFHQWULF SKLORVRSK\
RIFRPPXQLFDWLRQ LV GHVLJQHG WRSURPRWH DQGSURWHFW DQRSHQLQJ ZKHUH DUHVSRQVH WRWKH'LYLQH
RUGHUPLJKW EHJLYHQ IURPEHLQJ LQ UHVSRQVH WREHLQJ7KHQRWLRQV RIRSHQQHVV YVFORVXUH
UHVSRQVHYVUHDFWLRQ RUGHUYV V\VWHP DQGJLYHQQHVV YVUHSOLFDWLRQ DUHPDMRU WKHPHV LQ (OOXO¶V
FRPPXQLFDWLRQ HWKLF DVLQIRUPHG E\KLV&KULVWRFHQWULF SKLORVRSK\ RI FRPPXQLFDWLRQ
 (OOXO SUHVHQWVWKHVDPHFODLP ZLWKLQDVWULFWO\WKHRORJLFDOIUDPHZRUN LQ7KH3UHVHQFHRIWKH.LQJGRPS
,Q(OOXO¶V YLHZ WKHGLVWLQFWO\ &KULVWLDQ ³HWKLF ´ H[HUFLVHG ZLWKLQ WKHVSDFHRIIUHHGRP
ORFDWHGZLWKLQ WKH RSHQQHVVRI'LYLQH RUGHULV UDGLFDOO\ VXEMHFWLYH DQGLQFDSDEOH RI
FRUSRUDWL]DWLRQ LHFORVXUH E\DGKHUHQFH WRDUXOH RUPHWKRG 7KXV WKH HWKLFDO IUHHGRP
HVWDEOLVKHG WKURXJK (OOXO¶V &KULVWRFHQWULF SKLORVRSK\ RI FRPPXQLFDWLRQ GLIIHUV IURP WKH FORVHG
PRUDOLW\ RI DIRUP RI³&KULVWLDQLW\ ´ WKDW KDVEHHQ WUDQVIRUPHG LQWR D³UHOLJLRQ ´ LQ WZRGLVWLQFW
ZD\V ILUVW LW EHJLQV ZLWK DQHQGZKLFK &KULVWLDQV EHOLHYH WREH*RG¶VHQG DOUHDG\ SUHVHQW
DPRQJ XV 7KLV HQGSURYLGHV WKH&KULVWLDQ LQGLYLGXDO ZLWK DJURXQG RUYDQWDJH SRLQW IURP ZKLFK
KHVKHFDQMXGJH ZKHWKHU DKXPDQ ³PHDQV ´ LV IDLWKIXO WRRUFDSDEOHRI EHLQJ LQFRUSRUDWHG LQWR
*RG¶VHQG 6HFRQGLW UHOLHYHV KXPDQLW\ RIDQ\ VRFLDOO\FRQVWUXFWHG ³PRUDO´  SUHVVXUH WRULVH XS
WR*RGWKURXJK DQ\ IRUP RIDUWLILFLDO PHDQV LHWKURXJK DUXOH ODZ RUPHWKRG ,Q DUHYHUVHRI
WKHGLUHFWLRQ VRXJKW E\³UHOLJLRQ ´ LH KXPDQLW\¶V ULVLQJWR *RG*RGFRPHVGRZQ WRKXPDQLW\
WKURXJK WKH:RUGZRUG 7KXV WKH:RUGZRUGLVIRU(OOXO *RG¶VIRUP RI SULYLOHJHG
FRPPXQLFDWLRQ
7KH7ULQLWDULDQ WKHRORJ\ WKDW LQIRUPV (OOXO¶V &KULVWRFHQWULF SKLORVRSK\ RI
FRPPXQLFDWLRQ IXUWKHU LQIRUPV KLV YLHZ WKDW WKHRQO\ FRPPRQ PHDVXUH EHWZHHQ*RGDQG
KXPDQLW\ LV -HVXV&KULVW (WHUQDOO\ 3UHVHQW DVWKH6SLULW WKDW GZHOOV DPRQJ XV 7KLV YLHZ
SRVLWLRQV &KULVW DQGWKH:RUGDVWKH VXSUHPH0HGLDWRU EHWZHHQ(WHUQDO 7UXWK DQGZRUOGO\ WUXWK
 (OOXO KROGVWKDWLQGLYLGXDO KRSHJLYHQLQIDLWKFRPHVIURP DSRVLWLRQRI³WRWDOVXEMHFWLYLW\´ZKHUHLQLQGLYLGXDO





 ,Q7KH +XPLOLDWLRQRIWKH:RUG(OOXO  H[SOLFDWHVKLVWKHRU\RIRQWRORJLFDOXQLW\EHWZHHQ'LYLQH:RUGDQG
KXPDQZRUGWKDWVHUYHVDVWKHIRXQGDWLRQDORUXQGHUO\LQJILUVWSULQFLSOHLQKLV&KULVWRFHQWULFSKLORVRSK\RI
FRPPXQLFDWLRQ DQGFRPPXQLFDWLRQ HWKLF$FFRUGLQJWR(OOXO ³>W@KHKXPDQZRUGH[LVWVRQO\EHFDXVHLWLVDSURGXFW




DPHGLDWLRQ ZKLFK HVWDEOLVKHV DOLPLW EHWZHHQ WKHKRO\ DQGWKH VDFUHG (OOXO 3HUVSHFWLYHVRQ
2XU$JHVHHNVWRPDNHKLV UHDGHUV DZDUHRIWKHGLVWLQFWLRQ EHWZHHQ WKHKRO\ DQGWKHVDFUHGLQ
WHUPV RI
³*RG¶VGHPDQG WKDW WKH&KULVWLDQ LQGLYLGXDO EHDUHIOHFWLRQ RI+LV+RO\ 3UHVHQFH
DSUHVHQFH WKDW LV HQDFWHG DQGUHQHZHG LQ HDFK WHPSRUDO HQFRXQWHU +ROLQHVV
PHDQV VHSDUDWLRQ ,DPD*RGVHSDUDWHGIURP WKHZRUOG DQGIURP RWKHU GLYLQLWLHV
DQG\RX WRRDUHVHSDUDWHG IURP WKHQRUPDO KDELWXDO FRXUVHRIVRFLHW\ DQGKLVWRU\

)RU(OOXO LW LV LPSRUWDQW WKDW D&KULVWRFHQWULF FRPPXQLFDWLRQ HWKLF GRHVQRWDVVXPH DWUDMHFWRU\
DSDUWIURP LWV UHDO SDUWLFXODU DQGUDGLFDOO\ VLWXDWHG RULJLQ ± DQRULJLQ LQ WKHUHODWLRQ EHWZHHQ
%HLQJ DQGEHLQJ WDNLQJ SODFH DVDGLDOHFWLF HQFRXQWHU LQ WKHOLYH HYHQW 7KLV GLDOHFWLFDOO\ OLYHG
IRUP RIUHDOL]DWLRQ LV DQHPERGLHG UHDOL]DWLRQ DQHPERGLHG VLJQ RIWKH ³KROLQHVV ´ RI*RG¶V
SUHVHQFHZLWKLQ XV*RG¶V³KROLQHVV ´ LPSOLHV DVHSDUDWLRQ IURP WKLV ZRUOG DUHFRJQLWLRQ RIWKH
XQLW\ RIGLVWDQFH DQGGLIIHUHQFH WKDW H[LVWV ZLWKLQ WKH&KULVWLDQ¶V HVFKDWRORJLFDO SHUVSHFWLYH LQ
IDLWK 2QH¶V IDLWKIXO REHGLHQFH WR*RG¶VFDOO WREHWKHVLJQ RI+LV KROLQHVV UHTXLUHV WKHLQGLYLGXDO
QRWWRFRQIRUP ZLWK WKHGHPDQGV RIWKH HDUWKO\ NLQJGRP EXW WRHQDFW DVHSDUDWLRQ ³IURP WKH
QRUPDO KDELWXDO FRXUVHRIVRFLHW\ DQGKLVWRU\ ´ DQGWRH[SUHVV LW DVWKHOLYHG WHQVLRQ EHWZHHQ
DFRQFUHWH UHDOLW\ WKDW LV ERWKVHHQ DQGXQVHHQ *RG¶VHQGWKDW LV$OUHDG\ EXW1RW<HW
7KHSHUVRQDO DQGWKXV UDGLFDOO\ VXEMHFWLYH UHDOL]DWLRQ RI WKH3UHVHQFHRI*RGZLWKLQ WKH
&KULVWLDQ FRPPXQLFDWRU JURXQGV ³DQRULHQWDWLRQ WRZDUG OLIH WKDW FDOOV XSRQXV WRGHYHORS DOO RXU
SRVVLELOLWLHV´ LHDQDWWLWXGH WRZDUGSURWHFWLRQ DQGSURPRWLRQ RI DVSDFHZKHUH WKHKRSHRI WKLV
SRVVLELOLW\ PD\EHRIIHUHG DVDVLJQ RIIDLWK WKDW LV JLYHQ LQ DQGWKURXJK DQDFWRIORYH FRQVWDQWO\
 ,ELGS
UHQHZHG LQ WLPH DQGVSDFH 7KHRSHQVSDFHRI IUHHGRP DQGFUHDWLYLW\ ZKHUHLQ WKLV FRQVWDQW
UHQHZDO WDNHVSODFHNHHSVDOLYH WKHKRSHRIKXPDQ SRVVLELOLW\ IRU DXWKHQWLF DFWLRQ LQ WKHZRUOG
E\VHUYLQJ DVWKHJURXQG ZKHUHE\ WKH VXLWDELOLW\ RI³PHDQV ´ PD\EHGLVFXVVHG ZLWKLQ DZKROO\
RSHQIUDPHZRUN OLPLWHG RQO\ E\WKHSURWHFWLRQ DQGSURPRWLRQ RI ³EHLQJ ´ DQGWKHZRUGZKLFK LV
DORQH LWV XQLTXH H[SUHVVLRQ 7KLV VSDFHWKXV DFWVDVDOLPLWDWLRQ WRWKHSURSDJDWLRQ RI
XQUHIOHFWLYH PHDQV E\UHTXLULQJ KXPDQV WRFRQVLGHU ZKHWKHU WKHPHDQV LQTXHVWLRQ FDQEHSODFHG
LQWR WKHVHUYLFH RI*RG¶VHQG,Q WKLV PDQQHU WKH&KULVWLDQ HWKLF DVOLYHG LQYROYHV DFRQVWDQW
TXHVWLRQLQJ DGLDOHFWLF WHQVLRQ EHWZHHQ WZRFRQFUHWH UHDOLWLHV ± WKHZRUOG DVZHH[SHULHQFH LW
DQGWKH.LQJGRP RI*RGSUHVHQW DVWKH$OUHDG\ EXW1R<HW± ZKLFK PXVW EHFRQVWDQWO\
QHJRWLDWHG LQ WKHXQIROGLQJ RIOLIH VLWXDWHG LQ WHUPVRI DSDUWLFXODU WLPH SODFHDQG VSDFH7KLV
HWKLF DVOLYHG LVG\QDPLF DQGUHVSRQVLYH WRWKHH[LVWHQFH RI&UHDWLRQ DVLWSUHVHQWV LWVHOI WR
H[SHULHQFH LQ HDFKWHPSRUDO PRPHQW LW LVQHYHU DUHDFWLRQ WRDIL[HG REMHFWLYH RUPRUDOLW\ 
&RQYHUVHO\ WKH&KULVWLDQ HWKLF PXVW UHIOHFW DQ³LFRQRFODVWLF DWWLWXGH´ LH LWPXVW DFWDVERWK
WKH H[LVWHQWLDO GLVUXSWLRQ WRDQ\ VWDWLF PRUDO FORVXUH RI FRQVFLRXVQHVV DVZHOO DVWKH VLJQ RID
KLJKHU SXUSRVH WRNHHSRSHQWKH VSDFHZKHUHLQ DXWKHQWLF KXPDQ IUHHGRP DQGSRVVLELOLW\ UHVLGHV
,Q3HUVSHFWLYHVRQRXU$JH(OOXO SRVLWLRQV WKLV LFRQRFODVWLF DWWLWXGH DVDFKDOOHQJH WRWKH
FORVXUH RI IL[HG PRUDOLWLHV WKDW E\GHQ\LQJ DWWHQWLRQ WRWKHH[LVWHQWLDO SDUWLFXODUV RI WKHOLYH
XQIROGLQJ HYHQW UHSUHVHQW DEDUULHU WRHWKLFDO IUHHGRP DQGSRVVLELOLW\
&KULVWLDQLW\ LVXOWLPDWHO\ DQDQWLPRUDOLW\ >7@KLV GRHVQRWH[FOXGH WKH
H[LVWHQFH RID&KULVWLDQ HWKLFV ZKLFK LV QRWTXLWH WKH VDPH WKLQJ 0RUDOLW\ LVD
NLQGRI FDWDORJXH RIUXOHV WKDW RQHPXVW REH\$Q HWKLFV LV DQRULHQWDWLRQ WRZDUG
OLIH WKDW FDOOV XSRQXVWRGHYHORS DOO RXUSRVVLELOLWLHV 
 (OOXO -3HUVSHFWLYHVRQ2XU$JH S
 ,ELG S
2QHPLJKW FRQVLGHU (OOXO¶V FRPPXQLFDWLRQ HWKLF LQ WHUPV RIWKHSDVVDJHDERYH DVD
&KULVWRFHQWULF SKLORVRSK\ RIFRPPXQLFDWLRQ LQ DFWLRQ )RU(OOXO WKLV ³DFWLRQ ´ PXVW UHIOHFW WKH
KXPDQ GLPHQVLRQ RI VSLULWXDO LQWHULRULW\ WKDW LV DWWHQWLYH WR³EHLQJ ´ UDWKHU WKDQ ³GRLQJ ´ (OOXO
WDNHVWKHSRVLWLRQ WKDW WKH VSLULWXDO GLPHQVLRQ RIKXPDQ EHLQJ LV FRPPXQLFDWHG RUPDGHSXEOLF
E\LQGLYLGXDO H[SUHVVLRQ DVWKHXQLW\ RIZRUGDQGGHHGIRUP DQGFRQWHQW DQGQRW E\DWWHQWLRQ WR
GHHGVLQ WKHLU LVRODWLRQ IURP WKH FRQFUHWH DQGUHDO EHLQJ RIWKH LQGLYLGXDO 7KLV XQLW\ ZKLFK
UHOLHV XSRQ UHFRJQLWLRQ RIWKHLQGLYLGXDO EHLQJ DVDVXEMHFW LQUHODWLRQ ZLWK RWKHU EHLQJV UHVLVWV
WKHQRWLRQ RI ³DFWLRQ IRU DFWLRQ¶V VDNH ´ E\JLYLQJ SULPDF\ WR³EHLQJ ´ LQ DOO IRUPV RI LQWHUKXPDQ
FRPPXQLFDWLRQ
,QOLJKW RIWKH DERYH(OOXO¶V SDUWLFXODU EUDQGRI ³H[LVWHQWLDOLVP ´ FDQEHGHILQHG LQ WHUPV
RIKLV FRPPXQLFDWLRQ HWKLF DQG&KULVWRFHQWULF SKLORVRSK\ RIFRPPXQLFDWLRQ ZKLFK JLYHV
SULPDF\ WREHLQJ RYHU GRLQJ DQGE\ H[WHQVLRQ SULPDF\ WRWKHVSRNHQZRUGLQ WKH OLYH HYHQW RYHU
WKH VWDWLF LPDJH RI WH[W DVZHOO DVDQ\ LPDJHEDVHG ODQJXDJH 6HHQLQ WKLV OLJKW (OOXO¶V
FRPPXQLFDWLRQ HWKLF DQG&KULVWRFHQWULF SKLORVRSK\ RIFRPPXQLFDWLRQ DLPV WRGLVUXSW ZKDW KH
VHHVDVWKH FRQWHPSRUDU\ ELDV WRZDUG DQDEVWUDFW RQWRORJ\ RIVXEVWDQFH LQ IDYRU RI DQHYHQW
RQWRORJ\ RIOLYHG H[SHULHQFH 7KLV GLVUXSWLRQ LV DFFRPSDQLHG E\DWKHRORJLFDOO\JURXQGHG
FRUUHFWLYH WRWKHSUREOHP RI DOLIHOHVV 0RGHUQ WHFKQLFDO VRFLDO FRQVFLRXVQHVV FKDUDFWHUL]HG DV
³DFWLRQ IRU DFWLRQ¶V VDNH´ ZKLFK (OOXO 7KH7HFKQRORJLFDO6\VWHPGLUHFWO\ DWWULEXWHV WRWKH ORVV
RIDFRQFUHWH VXEMHFW WRWKH ILUVWRULHQWLQJ ³IRUP ´ RI WHFKQLTXH %ULHIO\ VXPPDUL]HG D
 (OOXO -7KH3UHVHQFHRIWKH.LQJGRPS
 ,Q7KH6XEYHUVLRQRI&KULVWLDQLW\(OOXO HPSKDVL]HVKLVWKHRORJLFDOSRVLWLRQWKDW'LYLQH UHYHODWLRQZKLFKLQYROYHV
DUHODWLRQEHWZHHQWKH+RO\6SLULWPDGHSUHVHQWLQWKH:RUGDQGDQLQGLYLGXDOZKROLVWHQVLVWKHYHU\RSSRVLWHRI
VXEPLVVLRQWRDQREMHFWLYHODZ  )RU(OOXO ZKHQIDLWKLVJURXQGHGLQWKHSUHVHQFHRIDWH[WUDWKHUWKDQWKHOLYLQJ
3UHVHQFHRI*RG WKHWH[W EHFRPHVDQLGROWUDQVIRUPLQJWKHHWKLFDORXJKW LQWRDPRUDOLVWLF LV5HODWLRQEDVHGRQWKH




&KULVWRFHQWULF SKLORVRSK\ RIFRPPXQLFDWLRQ SURYLGHV WKHRULJLQ IRU(OOXO¶V FRPPXQLFDWLRQ HWKLF
ZKLFK VHHNVWRSURWHFW DQGSURPRWH DJLYHQ JRRGJURXQGHG LQ WKH5HYHODWRU\ DQG OLYLQJ:RUG
&RQVLVWHQW ZLWK $UQHWW $UQHVRQ DQG%HOO¶V &RPPXQLFDWLRQ(WKLFV7KH'LDORJLF7XUQDQG
$UQHWW )ULW] DQG%HOO¶V &RPPXQLFDWLRQ(WKLFV/LWHUDF\FRQVWLWXWLYH QRWLRQ RI DFRPPXQLFDWLRQ
HWKLF DVD³GZHOOLQJ ´ SODFHZKHUH DSDUWLFXODU QRWLRQ RI³WKH JRRG ´ LV ³SURWHFWHG ´ DQG
³SURPRWHG ´ (OOXO¶V &KULVWRFHQWULF SKLORVRSK\ RIFRPPXQLFDWLRQ DLPV WRSURWHFWDQGSURPRWH D
FRPPXQLFDWLYH VSDFHZKHUH WKH:RUGZRUGRI*RG PLJKW EHKHDUGZLWKLQ WKHRSHQRUGHURI
DQDXWKHQWLFDOO\KXPDQ V\PEROLF HQFRXQWHU WKDW LV ERWK OLYH DQGLQWHUSHUVRQDO
7KLV SURMHFW DLPV WRFRQWULEXWH WRZDUG DEURDGHUXQGHUVWDQGLQJ RIWKH LQWHUVHFWLRQ
EHWZHHQ(OOXO¶V HWKLF DQGSKLORVRSK\ RI FRPPXQLFDWLRQ WKURXJK WKHXQLILHG WHQVLRQ RI WZR
LQFRPPHQVXUDEOH SHUVSHFWLYHV RQHVRFLRORJLFDO DQGWKHRWKHUWKHRORJLFDO 7KHLQWHUVHFWLRQ
EHWZHHQ(OOXO¶V FRPPXQLFDWLRQ HWKLF DQGSKLORVRSK\ RIFRPPXQLFDWLRQ LV H[SOLFDWHG ILUVW E\
HQJDJLQJ LQ DGLVFXVVLRQ RIKLV RSSRVLWLRQ EHWZHHQ DOLYLQJ ODQJXDJH WKDW RSHQVKXPDQ EHLQJ WR
5HDOLW\ UHDOLW\ DQGWKHFORVHG DUWLILFH RI WKLV UHDOLW\ UHIOHFWHG E\WKHGLVFRXUVH WKDWPLUURUV LW
LH WHFKQRORJ\ DVWKH ORJRV RI WHFKQLTXH 7KH LQLWLDO FRXQWHUSDUW LQ WKLV IRXQGDWLRQDO RSSRVLWLRQ
EHWZHHQ OLYLQJ ODQJXDJH DQG FORVHGDUWLILFH LVGLVFXVVHG IURP WKHSRVLWLRQ RI(OOXO¶V UDGLFDOO\
VXEMHFWLYH H[LVWHQWLDO SKLORVRSK\ DQGGLDOHFWLF ZRUOGYLHZ ZKLFK VLWXDWHV UHDOLW\ DQGWUXWK ZLWKLQ
DXQLW\ RIFRQWUDGLFWRU\ DQGFRPSOLPHQWDU\ IDFWRUV 7KH VHFRQG FRXQWHUSDUW LQ WKLV FRQWUDVW ZLOO
 -DFRE9DQ9OHHW¶V LQWURGXFWRU\H[SRVLWLRQRI(OOXO¶V GLDOHFWLFWKHRORJ\SURYLGHVLQVLJKWLQWRZKDW WKHWHUP
³:RUGRI*RG´PHDQVWR(OOXO DQGZK\LWPXVWEH³DFWLYHO\HQFRXQWHUHG´S ³)RU(OOXO WKHSKUDVH³:RUGRI




WUXHRI&KULVW6RZKHQ(OOXO VSHDNVRIWKH:RUGRI*RG KHLVVSHDNLQJRIDOLYLQJ DFWLYHWLPHWUDQVFHQGHQW
*RG:KDW,%HOLHYH SS (OOXO PDLQWDLQVWKDWWKH:RUGRI*RGFDQQRWEHOLPLWHG WRDKLVWRULFDO
GRFXPHQW>DQG@VWUHVVHVWKHKHDULQJRUH[SHULHQFLQJ RIWKH:RUGRI*RG UDWKHUWKDQWKHPHUH UHDGLQJRIWKH
WH[W $VDOLYLQJ IRUFHWKH:RUGRI*RGPXVWEHDFWLYHO\HQFRXQWHUHG+XPLOLDWLRQRIWKH:RUG S´
9DQ9OHHW -DFRE('LDOHFWLF7KHRORJ\DQG-DFTXHV(OOXO 0LQQHDSROLV01 )RUWUHVV3UHVV
EHH[SOLFDWHG LQ WHUPV RI'DYLG /RYHNLQ¶V SKLORVRSKLFDO H[SORUDWLRQ RI WKHUHODWLRQVKLS EHWZHHQ
WHFKQRORJ\ GLVFRXUVH DQGFRQVFLRXVQHVV $WWKH LQWHUVHFWLRQ RIWKHVH WZR FRXQWHUSDUWV (OOXO¶V
FRQWUDVW EHWZHHQ WKH OLYLQJ ODQJXDJH DQGWKHFORVHG DUWLILFH RIWHFKQRORJ\ LV H[SOLFDWHG LQ WHUPV
RIWKHGLVWLQFWLRQ EHWZHHQ ZRUGDQGLPDJH VXEVWDQFH DQGHYHQW H[LVWHQFH DQGDFWLRQ EHLQJ DQG
GRLQJ DQG IRUP DQGFRQWHQW 7KHVHGLVFXVVLRQV ZLOO VHUYH WRGHYHORS DIUDPHZRUN IRU
XQGHUVWDQGLQJ ZK\ UHFRJQLWLRQ RI WKHVHGLVWLQFWLRQV LV FULWLFDO WR(OOXO¶V SURWHFWLRQ DQGSURPRWLRQ
RIDQRSHQ DQGOLYLQJ ODQJXDJH WKDW DLPV WR WUDQVIRUP WKHSURMHFW RIFROOHFWLYH KXPDQ OLIH LQ
RSSRVLWLRQ WRDQDUWLILFH RI ODQJXDJH FDSDEOHRQO\ RIFORVXUH YLD FRQIRUPLW\ WRWKHLPDJH RIWKLV
DUWLILFH 
6HFRQGWKHSURMHFWDLPV WRH[SOLFDWH ZK\ WKHSUREOHP RIODQJXDJH LQ (OOXO¶V WKHRU\ RI OD
WHFKQLTXH RU³WHFKQLTXH ´ FDQEHVSHFLILFDOO\ YLHZHG DVDSUREOHP RIIRUP 7KURXJK DQ
H[SORUDWLRQ RIWKH WKHRUHWLFDO LQWHUVHFWLRQ RIVWUXFWXUH DQGDFWLRQ WKLV SURMHFWDLPV WRHVWDEOLVK D
FRQQHFWLRQ EHWZHHQ (OOXO¶V VRFLRORJLFDO SUREOHP RIWHFKQLFDO IRUP DQGKLV WKHRORJLFDO SUREOHP
RIDQHQGOHVV SURJUHVVLRQ RIPHDQV ZLWKRXW HQG ERWKRIZKLFK DUHFKDUDFWHULVWLF RIZKDW KH
UHIHUV WRDVWKH ³WHFKQRORJLFDO PLOLHX´ 7KH LPSOLFDWLRQV SUHVHQWHG E\WKLV WKHRUHWLFDO
LQWHUVHFWLRQ ZLOO EHXVHGWRHQODUJH WKHVFRSHRIVFKRODUO\ GLVFXVVLRQ FRQFHUQLQJ (OOXO¶V ORVV RI
DXWKHQWLF KXPDQ UHODWLRQV WRWHFKQLFDO FRQIRUPLW\ LQ WHUPV RIWKH VXUYLYDO RI FXOWXUH DQGWUDGLWLRQ
LQ WKH FXUUHQW KLVWRULFDO RUWHFKQRORJLFDO PLOLHX )RU(OOXO WKHUHSODFHPHQW RIFXOWXUH DQG
WUDGLWLRQ E\WHFKQLTXH FRQVWLWXWHV DQH[LVWHQWLDO FULVLV EHFDXVHLQ KLV YLHZ WHFKQLTXH GHVWUR\V WKH
HWKLFDO GZHOOLQJ SODFHVZKLFK DFWDVDIRXQGDWLRQ IURP ZKLFK DFLYLOL]DWLRQ FDQUHQHZ LWVHOI
 (OOXO¶V LQLWLDO UHIHUHQFHWRDPLOLHX RUKLVWRULFDOFRQVFLRXVQHVVFRQVWLWXWHGE\DQGFRQVWLWXWLYHRIWKHUHODWLRQ
EHWZHHQKXPDQEHLQJDQGKLVKHUHQYLURQPHQWRFFXUVLQ7KH7HFKQRORJLFDO6RFLHW\(OOXO SRVLWVWKDWWKHHYROXWLRQ
RIKXPDQLW\KDVRFFXUUHGRYHUWKUHHGLVWLQFWKLVWRULFDOPLOLHXV ± QDWXUHVRFLHW\DQGWHFKQRORJ\± DQGHQJDJHVLQDQ
LQGHSWKGLVFXVVLRQRIWKLVWKHRUHWLFDOSRVLWLRQLQ:KDW,%HOLHYH 
,QWKHPRYHPHQW EHWZHHQ (OOXO¶V VRFLRORJLFDO DQGWKHRORJLFDO SHUVSHFWLYHV DQ
XQUHVROYDEOH WHQVLRQ ZKLFK UHYHDOV KLV &KULVWRFHQWULF HWKLF DQGSKLORVRSK\ RI FRPPXQLFDWLRQ LQ
DFWLRQ WKHSURMHFWVHHNVWRVKHG DQDOWHUQDWLYH KHUPHQHXWLF OLJKW E\ZKLFK (OOXO PLJKW EHUHDG
UDWKHU WKDQ WRRIIHU FRQFOXVLRQV V\QWKHVL]LQJ WKHVHGLVWLQFWO\ SDUDOOHO SHUVSHFWLYHV 7KLV
KHUPHQHXWLF OLJKW LV JURXQGHG ZLWKLQ DGXDOLVWLF IUDPHZRUN WKHILUVW JLYHV DWWHQWLRQ WR(OOXO¶V
FRQWUDVW EHWZHHQEHLQJ DQGGRLQJ 7KH VHFRQG UHOLHV XSRQ WKH LQWULQVLF UHODWLRQ KHHVWDEOLVKHV
EHWZHHQ FRQWHPSRUDU\ WHFKQLFDO ³PHDQV ´ DQGZKDW WKLV SURMHFW LGHQWLILHV DVWKHIRUP EHLQJ
VLQJXODULW\ )%6 DQRWLRQ ZKLFK LVSRVLWLRQHG LQ WKLV SURMHFWDVDFHQWUDO \HW QHJOHFWHG
FRQVWUXFW LQ(OOXO¶V WKHRU\ RIWHFKQRORJ\ DVWKHGHWHUPLQLQJ IDFWRU LQ WKH WHFKQLFDO SKHQRPHQRQ 
(OOXO¶V VRFLRORJLFDO WKHRU\ RIODQJXDJH DVVXSSRUWHG E\WKHRUGHURIVSHDNLQJ DQGOLVWHQLQJ
DGYRFDWHG LQ7KH+XPLOLDWLRQRIWKH:RUGLV RQHWKDW LV JURXQGHG LQ D&KULVWRFHQWULF SKLORVRSK\
RIFRPPXQLFDWLRQ WKDW XQGHUVWDQGV WKLV SDUWLFXODU RUGHUDV'LYLQHO\ HVWDEOLVKHG DQGJLYHQ DVD
³PHDQV ´ WRZRUNWRZDUG WKHIXOILOOPHQW RI'LYLQH HQGVLQ WKHHDUWKO\ .LQJGRP
7KH2UGHURI6SHDNLQJDQG/LVWHQLQJDV'LYLQHO\5HYHDOHG
:KLOH PDQ\ VFKRODUV ZRUNLQJ LQ RUDURXQG (OOXO UHFRJQL]H WKDW KLV FRUSXVUHSUHVHQWV D
ZKROH PHVVDJH ZULWWHQ ZLWKLQ WKHGLDOHFWLF WHQVLRQ EHWZHHQ WZRSHUVSHFWLYHV KH IRXQG
LPSRVVLEOH WRQHJRWLDWH LH WKH VRFLRSROLWLFDO WKHRU\ RI0DU[ DQGWKH UHYHODWLRQ RI-HVXV&KULVW
DV*RG,QFDUQDWH IHZKDYH DWWHPSWHG WRZRUNZLWKLQ WKHPDUJLQV RI WKHVHGLVWLQFW DUHDV2QH
UHDVRQ LVEHFDXVH(OOXO -HVXVDQG0DU[KLPVHOI GHHPV WKHP LQFRPPHQVXUDEOH DSRVLWLRQ
ZKLFK H[SODLQV LQ SDUWZK\PRVW RI(OOXO¶V WH[WV DUHGHGLFDWHG WRZDUGGHYHORSPHQW RIRQH
SHUVSHFWLYH RUWKHRWKHU 7KH+XPLOLDWLRQRIWKH:RUGKHUHDIWHU UHIHUUHG WRDV ³+XPLOLDWLRQ´
KRZHYHU UHSUHVHQWV DQH[FHSWLRQ WR(OOXO¶V LQWHUWH[WXDO GLDOHFWLF PHWKRG RISODFLQJ &KULVWLDQ
WKRXJKW DQGD0DU[LDQEDVHG VRFLROLQJXLVWLF WKHRU\ LQWR FRQYHUVDWLRQ ,Q+XPLOLDWLRQ(OOXO

H[WHQGV DVRFLRORJLFDO FULWLTXH RIZKDW KHSHUFHLYHV DVDQLPEDODQFH EHWZHHQ RUDO DQGYLVXDO
UHDOPV LQKXPDQ FRPPXQLFDWLRQ 7KLV LPEDODQFH EHJLQV LQ 0RGHUQLW\ DQGSURJUHVVLYHO\ JDLQV
IRUFHXQWLO LW HPHUJHV DVDQHZ IRUP RIFRQVFLRXVQHVV LQ WKHPLGWK FHQWXU\ :KLOH UHVSHFWLQJ
WKHEDODQFH DFKLHYHG LQ WKHFRQWLQXRXV WHQVLRQ EHWZHHQ WZRVHQVRU\ OLPLWV KHDULQJ DQGVLJKW DV
DQDWXUDO RUGHUUHIOHFWLYH RIWKHKXPDQ FRQGLWLRQ (OOXO +XPLOLDWLRQ SRLQWV WRWKHSULPDF\ RI WKH
:RUGZRUGDV*RG¶VSULYLOHJHG IRUP RI FRPPXQLFDWLRQ  )RU(OOXO WKLV SULYLOHJHG
IRUP LV UHYHDOHG WKURXJKRXW DQFLHQW +HEUDLF 6FULSWXUH LQ WKHQRWLRQ RI*RGDVWKH7UDQVFHQGHQW
,PPDQHQW WKHXQVHHQ \HW(WHUQDOO\ 3UHVHQWZKLFK IRU KLP SRLQWV WRZDUG WKHH[LVWHQFH RID
FRQFUHWH UHDOLW\ EH\RQG WKHKXPDQ DELOLW\ IRU YLVXDO SURFHVV(OOXO 2Q%HLQJ5LFKDQG3RRU
PDLQWDLQV WKDW WKH%LEOH HVWDEOLVKHV DUDGLFDO RSSRVLWLRQ EHWZHHQ ³VHHLQJ WKHZRUOG DQGKHDULQJ
WKH:RUG ´DQGWKDW WKH7UXWK RI*RGLV QHYHU DVVRFLDWHG ZLWKLQ WKH ILHOG RIYLVLRQ $SDUW
IURP WKH ,QFDUQDWLRQ RI-HVXV&KULVW DVPDQ DPRQJ XV QROLYLQJ SHUVRQKDVHYHUVHHQ *RG*RG
VSHDNVDQG+LV FUHDWXUH OLVWHQV 7KH DIRUHPHQWLRQHG WKHRORJLFDO QRWLRQ RIWKHSULPDF\ RI WKH
:RUGZRUGDQGFRPPXQLFDWLRQ GHILQHG WKURXJK WKH LQWHUSOD\ RIVSHDNLQJ DQGOLVWHQLQJ JDLQV
KLVWRULFDO UHOHYDQFH ZKHQ RQHFRQVLGHUV WKDW DVPDQ -HVXVRQO\ VSRNHDQGZURWHQRWKLQJ
7KXV IRU(OOXO VSHDNLQJ DQGOLVWHQLQJ FRQVWLWXWH WKHQDWXUDO RUGHUE\ZKLFK KXPDQV ILQG
FRPPXQLRQ ZLWK WKH'LYLQH DQG ZLWK HDFKRWKHU 
7KH FHQWUDOLW\ RI(OOXO¶V GLDOHFWLF WKHRU\RI ODQJXDJH UHVWVXSRQ WKHQRWLRQ WKDW WKH
'LYLQHO\JLYHQ RUGHURIVSHDNLQJ DQGOLVWHQLQJ HVWDEOLVKHV KXPDQ FRPPXQLRQ WKURXJK
FRPPXQLFDWLRQ DVDXQLW\ WKDW FRPHV LQWR EHLQJ WKURXJK WKH UHFRJQLWLRQ RIGLVWDQFH DQG
GLIIHUHQFH 'LVWDQFH IURP WKDWZKLFK LV QRWPHUHTXLUHV WKH LQGLYLGXDO WRH[SHULHQFH DZDUHQHVV
 (OOXO¶V 7KH+XPLOLDWLRQRIWKH:RUG RIIHUVWKHIROORZLQJ HSLVWHPRORJLFDO UDWLRQDOHIRUPDQ¶VUHODWLRQZLWK*RG 
³,I*RGVSHDNVZHUH MXVWDQH[SUHVVLRQLWZRXOGQRWUHPDLQ FRQVWDQWWKURXJKQLQHRUWHQFHQWXULHV*RG




RIWKHGLIIHUHQFH EHWZHHQKLV KHU EHLQJ DQGWKHEHLQJ RI DQRWKHU 7KLV GLIIHUHQFH LV QHJRWLDWHG
WKURXJK HVWDEOLVKLQJ DFRPPRQ IRUP RIPHGLDWLRQ WDNLQJ VKDSHLQ DQGWKURXJK ODQJXDJH VRWKDW
ZKDW OLHV LQ EHWZHHQ WKHPLQH DQGWKHQRWPLQH PD\ EHWUDQVIRUPHG LQWR PHDQLQJ LH WKH
LQWURGXFWLRQ RI VRPHWKLQJ QHZ WRDZDUHQHVV 7KH DXWKHQWLF VSHHFKDFWIRU(OOXO WKXV DOZD\V
UHTXLUHV WKHSUHVHQFHRIDWOHDVW WZRLQWHUORFXWRUV LQ WKHOLYHG SKHQRPHQRORJLFDO HQFRXQWHU LQ
RUGHUIRUIXOO UHFRJQLWLRQ RIWKHGLVWDQFH DQGGLIIHUHQFH WKDW EULQJV XQLW\ DPRQJ ³EHLQJV ´ WRDULVH 
)RUWKLV UHDVRQ(OOXO¶V SKLORVRSK\ RIFRPPXQLFDWLRQ SULYLOHJHV LQWHUSHUVRQDO FRPPXQLFDWLRQ DV
DOLYH HYHQW DSHUVSHFWLYH LQIRUPHG E\WKH WKHRORJLFDO EHOLHI WKDW%HLQJ ZKLFK LV FRHWHUQDO ZLWK
EHLQJV LQ FRQYHUVDWLRQ LV SUHVHQW LQ FRQFUHWH UHDOLW\ EXWFDQEHUHYHDOHG DVDOLYLQJ VLJQ RIWKH
FRQFUHWH SUHVHQFHRI WKHXQLW\ RIWUDQVFHQGHQFH DQGLPPDQHQFH LQ HYHU\GD\ HQFRXQWHUV WKURXJK
WKH:RUGZRUGDORQH 7KXV WKHXQLILHG RUDO DXUDO UHDOP RI:RUGZRUGLV RQHWKDW
FRPPXQLFDWHV WKHSUHVHQFHRIEHLQJ LQ WKH FRQWH[W RIOLIH LWVHOI LW H[LVWV IRUDPRPHQW DQGWKHQ
GLVDSSHDUV XQWLO UHDSSHDULQJ DJDLQ 7KH VLPXOWDQHRXVO\ WUDQVFHQGHQW DQGLPPDQHQW QDWXUH
LQKHUHQW LQ WKHHYHQW RIKHDULQJ DQG OLVWHQLQJ LVUHIOHFWLYH RIWKH'LYLQH 2UGHUUHYHDOLQJ D
FRQFUHWH UHDOLW\ WKDW LV SUHVHQW EXWKLGGHQ ± DQGWKURXJK WKH:RUGZRUGFDQPDNHLWV
DSSHDUDQFH DVDVLJQ RIVXFK 3UHVHQFH SUHVHQFH 5HYHODWLRQ RI WKLV VLJQ UHTXLUHV WKHSUHVHQFH
RI ERWK DVLJQLILHU DQGWKHREMHFWVLJQLILHG LQ RUGHUWRJLYH DSSHDUDQFH WRWKHPDUJLQDO VSDFHRI
PHDQLQJ FUHDWHGLQ WKHWHQVLRQ EHWZHHQ VLPLODULW\ DQGGLIIHUHQFH GLVWDQFH 
(OOXO¶V([LVWHQWLDO$ZDUHQHVVDVD³)RUHHWKLF´
(OOXOLDQ VFKRODU 0DUYD'DZQ ³7KH &RQFHSW RI³WKH 3RZHUV ´ DVWKH%DVLV IRU(OOXO¶V
)RUHHWKLFV ´ DGYDQFHV WKH LQVLJKWIXO SRVLWLRQ WKDW(OOXO¶V GLDOHFWLF SURMHFWFRPPXQLFDWHV QRW DQ
HWKLF EXW UDWKHU D³IRUHHWKLF ´ GHVLJQHG WRSUHSDUHWKHUHDGHUIRU HWKLFV )ROORZLQJ 'DZQ
 (OOXO -7KH+XPLOLDWLRQRIWKH:RUG S
 ,ELGS

WKLV SURMHFW HQJDJHV WKHSRVLWLRQ WKDW WKHQRWLRQ RIOLYLQJ DVDVLJQ RI*RG¶VSUHVHQFH LV
LQWHQGHG WRVLWXDWH WKH&KULVWLDQ DFWRUDVDGLDOHFWLFDOO\HPERGLHG DJHQW DQG WKDW WKLV IRFXVXSRQ
GLDOHFWLF H[LVWHQFH UHSUHVHQWV WKHSULPDU\ UHIHUHQFH SRLQW LQ (OOXO¶V SKLORVRSK\ RI
FRPPXQLFDWLRQ DQGFRUUHVSRQGLQJ HWKLF RI KXPDQ UHODWLRQV ,Q WKHPRYHPHQW EHWZHHQ(OOXO¶V
WKHRORJ\ DQGKLV VRFLROLQJXLVWLF WKHRU\ WKHSURMHFWZLOO IRFXV XSRQ(OOXO¶V QRWLRQ WKDW WHFKQLFDO
³PHDQV ´ SUHVHQW DEDUULHU WRZDUGKXPDQ OLIH LQUHODWLRQ SURMHFWLQJ DFORVXUH WKDW SUHYHQWV WKH
:RUGZRUGRI*RGIURP EHLQJ KHDUG ,QKLV ILUVW PDMRU WKHRORJLFDO ZRUN7KH3UHVHQFHRIWKH
.LQJGRP KHUHDIWHU UHIHUUHG WRDV ³3UHVHQFH´(OOXO GLVFXVVHV WKLV ³VLJQ ´ LQ WHUPV RID
XQLW\ EHWZHHQ IRUP DQGFRQWHQW VSHHFKDQGDFWLRQ DXQLW\ ZKLFK LV JURXQGHG LQ WKHSULPDF\ RI
EHLQJ RYHUGRLQJ DVDILUVW SULQFLSOH (OOXO HQJDJHV WKH%LEOLFDO PHWDSKRUV RI VDOW VKHHSDQG
OLJKW LQ RUGHUWRPRUH IXOO\ H[SOLFDWH WKHLPSRUWDQFH RIUHVSRQGLQJ WRWKHZRUOG IURP WKH
VWDQGSRLQW RIDXWKHQWLF KXPDQ ³EHLQJ ´ DSRVLWLRQ WKDW SRLQWV WRD&KULVWLDQ UHYHODWRU\
XQGHUVWDQGLQJ RIFRPPXQLFDWLRQ HWKLFV 7RZDUG WKLV HQG(OOXO 3UHVHQFHUHIHUV WRWKH
6FULSWXUDO FDOO IRU&KULVWLDQV WREH WKH VLJQ E\EHLQJ WKH VDOW /HYLWLFXV  WKHVKHHS 0DWWKHZ
 DQGWKHOLJKW 0DWWKHZ  7KLV VLJQLILFDWLRQ RI EHLQJ DVDOLYH HYHQW LV WKH
³IXQFWLRQ´ RIWKH&KULVWLDQ DFWLQJ LQ WKHZRUOG XSRQZKLFK ³DOO RWKHU IXQFWLRQV GHSHQG ´ 
5HDOL]DWLRQ RIWKHXQLW\ RIGLIIHUHQFH ZLWKLQ WKHWHQVLRQ RIWUDQVFHQGHQW WUXWK DQGLPPDQHQW
UHDOLW\ GHSHQGVXSRQ WKH VLJQ WKDW JLYHV QRW FRPSOHWH FODULW\ DVDUHVSRQVH EXWUDWKHU VKHGV OLJKW
VRWKDW WKH WUXWK PD\ EHJOLPSVHG ZLWKLQ WKH FRQILQHV RIWKH WHPSRUDO PRPHQW 
 ³/LYLQJ´ LVGHILQHGKHUHDVDSUD[LV LQWHUPVRIWKHLQVHSDUDELOLW\EHWZHHQZRUGDQGGHHGIRUP DQGFRQWHQWWKH
SHUVRQVSHDNLQJDQGVLWXDWLRQVSRNHQRI$FFRUGLQJWR(OOXO +XPLOLDWLRQ³WKHZRUGLVSULRUWRDOO SUD[LV´ DQG
³EHORQJVWRWKHRUGHURIWKH TXHVWLRQRIWUXWK´ +RZHYHU(OOXO +XPLOLDWLRQPDLQWDLQVWKDWWKHZRUGDV³WUXWK´
DORQHLVLQVXIILFLHQW WRFRPSOHWHDGHILQLWLRQRI³OLIH´ LQWKH&KULVWLDQFRQWH[W³8QOHVVSXWLQWRSUDFWLFHWUXWKLV
QRWKLQJDQGSUD[LV DORQHDPRXQWVWRSHQHWUDWLQJYLVLEOHUHDOLW\³ 
 7KHQRWLRQRIWHFKQLFDORULPDJHEDVHGODQJXDJHDVOLPLWLQJ RUH[FOXGLQJ WKHH[LVWHQWLDO VSDFHZKHUHLQWKH:RUG
RI*RG FDQEHKHDUGLVDQRWLRQ(OOXO ILUVWFUHGLWVZLWK.LHUNHJDDUG +XPLOLDWLRQ 

(OOXO +XPLOLDWLRQ GHILQHV WKLV QRWLRQ RI ³OLJKW ´ LQ H[FOXVLYH FRQQHFWLRQ ZLWK ³ZRUG ´
LH DV³DQ HIIHFW RIWKHZRUG ´ 7KH:RUGZRUGLVXQLTXHO\ &UHDWLYH FUHDWLYH WKXV
RSHQLQJ QHZSRVVLELOLWLHV ZLWKLQ WKHH[SHULHQWLDO UHDOP ERXQGHGE\WLPH DQGVSDFH³)RUP DQG
FRQWHQW FRQFXU ´ ZLWKLQ WKHHYHQW LQZKLFK WKHZRUGJLYHV OLJKW 7KHZRUGDQGWKHOLJKW DUH
WKXV LQVHSDUDEOH IRU(OOXO +HVWUHVVHV WKH LPSRUWDQFH RIWKLV XQLW\ E\SRLQWLQJ WRWKHQRWLRQ WKDW
LQ WKH%LEOH QRWKLQJ EHFRPHVYLVLEOH EHFDXVHRI WKH OLJKW /LJKW FRPHVIURP FUHDWLYH ZRUG
DQGDVVXFK FDQQRW VWDQG DSDUWIURP LW 0RUHLPSRUWDQWO\ QHLWKHU WKHZRUGQRU WKHOLJKW
FDQVWDQG DSDUWIURP D%HLQJ EHLQJ RI RULJLQ DVWKH ILUVW LVDQ H[SUHVVLRQ RI%HLQJ EHLQJ DQG
WKH VHFRQGLVPHUHO\ DQHIIHFW RIWKDW H[SUHVVLRQ $OVR(OOXO PDLQWDLQV WKDW QRZKHUH GRHVWKH
%LEOH VD\WKDW*RGLVWKH OLJKW RUWKHOLJKW LV *RG± WKHOLJKW PHUHO\ SURFHHGVIURP *RG,Q
WKLV UHVSHFWWKHXQLW\ RIIRUP DQGFRQWHQW ZRUGDQGOLJKW OLJKW DQGOLIH DUHPDGH FOHDU± DVLV WKH
SULPDF\ RI OLIH RUEHLQJ RYHUDFWLQJ RUGRLQJ ± DV³>O@LIH DQGOLJKW DUHFOHDUO\ LGHQWLILHG ZLWK HDFK
RWKHU ´ 7KH'LYLQH RU8OWLPDWH *RRGLV HTXDWHGZLWK OLJKW EXW SDUDGR[LFDOO\ WKHOLJKW LV
QRW *RG UDWKHU WKHOLJKW SURFHHGVIURP KLP $VDQ H[DPSOH -HVXV VD\VWKDW+H LVWKH
OLJKW EXW KHDOVR VD\VWKDWZH DUH± ³WKHZRUGHQOLJKWHQV    7KLV OLJKW GRHVQRW JLYH XVDYLHZ RI
DQ\WKLQJ LW JLYHV XVDUHYHODWLRQ RIRXUUHODWLRQVKLS WR&UHDWLRQ    /LJKW LV WKHILUVW
FUHDWXUH   %XW LQ QRSDVVDJH LV WKLV DPDWWHU RIVLJKW    /LJKW FDPH EXWDVDVWUHDNRUDUD\ ´
7KXV IRU(OOXO WKH ³OLJKW ´ DVVRFLDWHGZLWK WKH³ZRUG ´ PXVW DOZD\V UHPDLQ SDUWLDO
G\QDPLF DQGWHPSRUDOO\ VLWXDWHG
,QUHVSHFW RIWKLV UHIOHFWLRQ XSRQ WKH UHODWLRQ EHWZHHQ WKH:RUGZRUGDQGWKHOLJKW (OOXO
WDNHVWKHSRVLWLRQ WKDW OLJKW HQDEOHV RQHQRWWRVHHUHDOLW\ FRPSOHWHO\ DQGIRU DOO WLPH EXW DV
JLYHQ LQ WKHPRPHQW DORQH $VLWH[LVWV ZLWKLQ WKHQDWXUDO 2UGHURIWKH'LYLQH WUXWK UHYHDOHG E\
OLJKW LV OLPLWHG WRWKHPRPHQW RIUHYHODWLRQ EHFDXVH LW LVDIRUFHWKDW UHVLVWV FDSWXUH DQG

FRQWDLQPHQW LWH[LVWV RQO\ ZLWKLQ WKH WLPHERXQG XQLW\ RIDSDUWLFXODU PRPHQW LQ OLIHZKLFK LV
WDNHQ WREHDJLIW IURP RUWKHJLYHQQHVV RI%HLQJ DORQH (OOXO 3UHVHQFH FRQWHQGV WKDW WKHUH DUH
WZRZD\V WRXQGHUVWDQG WKHLPSRUWDQFH RI ³EHLQJ WKH OLJKW ´ )LUVW ³DSDUW IURP WKLV OLJKW ZH
FDQQRW NQRZZKDW DJRRGZRUNLV ´ DQGVHFRQG WKLV OLJKW JLYHV PHDQLQJ DQGGLUHFWLRQ WRWKH
KLVWRU\ RI WKHZRUOG ³%\ EHLQJ WKHOLJKW WKH&KULVWLDQ    UHYHDOV WRWKHZRUOG WKHWUXWK
DERXW LWV FRQGLWLRQ DQGZLWQHVVHV WRWKH VDOYDWLRQ RIZKLFK KHLV DQLQVWUXPHQW ´ 7KH
DIRUHPHQWLRQHG H[SOLFDWLRQ LVLPSRUWDQW WRXQGHUVWDQGLQJ WKHSDUDGR[ WKDW OLHV ZLWKLQ (OOXO¶V
FRPPXQLFDWLRQ HWKLF DVLQIRUPHG E\KLV&KULVWRFHQWULF SKLORVRSK\ RI FRPPXQLFDWLRQ )LUVW LW LV
RQHWKDW JLYHV SULRULW\ WREHLQJ RYHUGRLQJ DQGE\H[WHQVLRQ SULYLOHJHV WKH FRQFUHWH LQGLYLGXDO
RYHUWKH DQRQ\PRXV DQGDEVWUDFWPDVV 7KLV LV DQRWLRQ WKDW XQGHUJLUGV WKH IRXU ³PDMRU HWKLFDO
GLUHFWLRQV ´ RXWOLQHG E\(OOXO +XPLOLDWLRQ LQ KLV VRFLRORJLFDO WKHRORJLFDO WUHDWLVH WKDW
H[FOXVLYHO\ FRQQHFWV KXPDQ ³OLIH ´ ZLWK WKH ³ZRUG ´ 6HFRQGZKLOH (OOXO¶V
&KULVWRFHQWULF SKLORVRSK\ RIFRPPXQLFDWLRQ SODFHV LPSRUWDQFH XSRQ WKHLQGLYLGXDO
FRPPXQLFDWRU WKHPDWWHU LV QRWRQHRILQGLYLGXDOLVWLF YVFROOHFWLYLVW DFWLRQ (OOXO 3UHVHQFH
VWDWHV WKDW³7KH SUREOHP VKRXOG QRWEHVWDWHG LQ WHUPV RIWKHLQGLYLGXDO FRQVFLHQFH    :HDUH
QRWFRQFHUQHG KHUHZLWK VHWWLQJ DQ³LQGLYLGXDOLVWLF ´ LGHDRI DFWLRQ DJDLQVW D³FROOHFWLYLVW ´ RUDQ
³LQVWLWXWLRQDO ´ RQH    ZHDUHQRWWKLQNLQJ RIWKH LQGLYLGXDO EXWRI*RG´ (OOXO¶V
&KULVWRFHQWULF HWKLF RIFRPPXQLFDWLRQ LVWKHUHIRUH FRQFHUQHG QRWZLWK WKHUHDOL]DWLRQ RIPDQ¶V
HQGVYLD PDQ¶V PHDQV EXWZLWK *RG¶VHQGZKLFK LV ³DOUHDG\ SUHVHQWZLWKLQ XV ´ WKURXJK WKH
6SLULW 7KXV EHLQJ WKHVLJQ RI*RG¶VSUHVHQFH LQ WKHZRUOG LQYROYHV DQDFWRIREHGLHQW
UHVLJQDWLRQ WR*RG¶VHQGZKLFK IRU(OOXO LVPHUHO\ DQ DFWLRQ DQGQHYHU D³PHDQV ´ IRU DQ\WKLQJ
VLQFH WKH³HQG ´ LVDOUHDG\ SUHVHQWZLWKLQ XV

,WLVLQ FRQVLGHUDWLRQ RIWKLV SDUDGR[RI WKHLQGLYLGXDO FROOHFWLYH WKDW(OOXO¶V
FRPPXQLFDWLRQ HWKLF WDNHVLWV JURXQG 7ZRRUPRUH LQGLYLGXDO ³EHLQJV ´ LQUHODWLRQ EHFRPHD
FROOHFWLYH EXW WKLV GHSHQGVXSRQ DSULRU FRQFHSWLRQ RIWKH LQGLYLGXDO DVDQLQGLYLGXDOEHLQJ LQ
RUGHUWKDW WKHGLVWDQFH DQGGLIIHUHQFH QHFHVVDU\ IRU EHLQJ LQUHODWLRQ WRFRPHLQWR H[LVWHQFH
PLJKW EHHVWDEOLVKHG +XPDQ EHLQJ PXVW FRPPXQLFDWH EHLQJ LQ WKHIXOOQHVV RILWV SUHVHQFHLH
LQ LWV PDQLIHVWDWLRQ DVDJLIW JLYHQ LQ WKHHYHQW DQGQRWDSXUHO\ VXEVWDQWLYH UHFRJQLWLRQ DFKLHYHG
RUPDGH LQ SULRU DJUHHPHQW 7KLV FRPPXQLFDWLRQ RI EHLQJ DVFRQVWLWXWLYH RI DQHYHQW RQWRORJ\
UDWKHU WKDQ DVXEVWDQFH RQWRORJ\ IRUPV WKHJURXQG IRU DQHWKLFDO ³RXJKW ´ WKDW LVDWWHQWLYH WRWKH
³HQG ´ DOUHDG\ PDQLIHVW LQ OLIH LWVHOI UDWKHU WKDQ DQ\ ³PHDQV ´ FDSDEOHRI DXJPHQWLQJ WKLV HQG
7KURXJK WKH DWWHQWLRQ WR³HYHQW ´ UDWKHU WKDQ ³VXEVWDQFH ´ LQ GHILQLQJ ZKDW FRQVWLWXWHV WKH
H[SHULHQFH RI OLIH SULRULW\ LV GLUHFWHG WRZDUG DQ2UGHUWKDW LV JLYHQ UDWKHU WKDQ DV\VWHP WKDW LV
PDGH 7KLV LVZK\ IRU(OOXO HWKLFV LQYROYHV DWWHQWLRQ WRWKH ³JLYHQ´ LQ WKH WUDQVFHQGHQW
LPPDQHQFH RIWKH VSHHFKDFWUDWKHU WKDQ WRWKH ³PDGH ´ RISXUHLPPDQHQFH LH WKHLPDJH 7KH
:RUGZRUGDVJLYHQ SRVVHVVHVWKHTXDOLW\ RIOLIH LQ LWV LQKHUHQW IOXLGLW\ ZKHUHDV WKH LPDJH RI
WKHPDGHFDQRQO\ EHOLIHOHVV DQGVWDWLF 7KH:RUGZRUGRSHQVWROLIH DQGUHDOLW\ ZKLOH WKH
³IRUP ´ RI WKHLPDJH FORVHV LQWR DGHDGUHSUHVHQWDWLRQ RI DSDVWRFFXUUHQFH ZKLFK FDQRQO\ EH
UHSHDWHG5HSURGXFWLRQ RI WKH³IRUP ´ DVVRFLDWHGZLWK LPDJH EHFRPHV DQDUWLILFLDO ³PHDQV ´ WKDW
DGGUHVVHVQRW OLIH DVJLYHQ EXWUDWKHU DFWVWRVHUYHPDGHHQGV WKDW FRQVWLWXWH DPHUH DUWLILFH RI
OLIH DEVHQW RI LWV IOXLG UHDOLW\ 7KLV LVZK\ IRU(OOXO ³EHLQJ ´ WKH VLJQ RI*RG¶VSUHVHQFH LQ WKH
UHDOLW\ RIOLIH FDQQRW EHUHGXFHG WRDPHUH ³GRLQJ ´ RI GHHGVSUHVFULEHG LQ DGYDQFH E\WKH
WUDQVIRUPDWLRQ RI WKH:RUGLQWR WKH LPDJH RUIL[HG REMHFWLYH RIWKDWZKLFK LVUHIOHFWHG DVODZ
)RU(OOXO &KULVWLDQLW\ LV QRWLQWHQGHG WREHDSUHVFULSWLRQ IRUPRUDO DFWLRQ UDWKHU LW LQYROYHV WKH
OLYHG SUHVHQFHRIWKH VLJQ WKDW UHYHDOV *RG¶VHQGDOUHDG\ SUHVHQW LQ WKHZRUOG
 (OOXO -7KH6XEYHUVLRQRI&KULVWLDQLW\S

(OOXO¶V FRPPXQLFDWLRQ HWKLF RI EHLQJ WKH VLJQ RI*RG¶VSUHVHQFH FDQEHGLVWLQJXLVKHG
IURP YLUWXH HWKLFV LQ WKDW(OOXO GRHVQRWFRQVLGHU YLUWXH RUH[FHOOHQFH RIFKDUDFWHU DVDUHDO HQG
DOWKRXJK KHGRHVQRW GHQ\ WKDW VXFK DQ HQGFDQEHXVHIXO WRZDUG DFKLHYLQJ KXPDQ FRRSHUDWLRQ 
7KHNH\WHUPKHUH LV ³XVH ´ ZKLFK FDQUHIHU RQO\ WRWKHSXUVXLW RIPDQPDGH HQGV *RG¶VHQGRQ
WKHRWKHUKDQG FDQQRW EHXVHGE\KXPDQV IRUKXPDQ SXUSRVHV LW FDQRQO\ EHUHIOHFWHG E\KXPDQ
REHGLHQFH WRWKHJLYHQQHVV RI*RG¶VORYH LQ DQGE\DQDFWRIORYH )RU(OOXO 5HDVRQIRU%HLQJ
³EHLQJ ´ WKHVLJQ LV DQDFWRI ORYH WKDW HQIROGV WKHRQO\ ³GRLQJ ´ FRPPDQGHG E\*RG WRORYH+LP
DQGWRORYHRXUQHLJKERU (OOXO 3UHVHQFHYLHZV WKLV HWKLF RI ³EHLQJ WKH VLJQ ´ RI³*RG¶V HQG
SUHVHQWZLWKLQ XV ´ DVWKHSULPDU\ SRVLWLRQ E\ZKLFK ZHFDQEHJLQ WRXQGHUVWDQG WKHSUREOHP
DVVRFLDWHG ZLWK WKHSXUVXLW RI YLUWXH HWKLFV RUDQ\0RGHUQHWKLF GHVFHQGLQJ IURP LW DVDQ
H[FOXVLYHO\ KXPDQ ³PHDQV´
³7KXV WKHSULQFLSOH RIWKH&KULVWLDQ HWKLF EHJLQV KHUH :HPXVW VHDUFK WKH
6FULSWXUHV IRU WKHZD\ LQZKLFK ZHRXJKW WROLYH LQ RUGHUWKDW WKH HQGZLOOHG E\
*RGVKRXOG EHSUHVHQW DPRQJ PHQ 7KHZKROH REMHFWRIHWKLFV LVQRW WRDWWDLQ DQ
HQGIRU DJHQXLQH &KULVWLDQ HWKLF WKHUH LVQRVXFK WKLQJ DVVWULYLQJ WRZDUG
KROLQHVV EXW WRPDQLIHVW WKHJLIW ZKLFK KDVEHHQJLYHQ XVWKHJLIW RIJUDFH DQGRI
SHDFHRI ORYH DQGRI WKH+RO\ 6SLULW WKDW LV WKHYHU\ HQGSXUVXHG E\*RGDQG
PLUDFXORXVO\ SUHVHQWZLWKLQ XV+HQFHIRUWK RXUKXPDQ LGHDRIPHDQV LWV
URRWRISULGH DQGSRZHUKDVEHHQ FXWDZD\ 7KHPHDQV LV QRORQJHU FDOOHG WR
DFKLHYH DQ\WKLQJ :HFDQHDVLO\ JLYH XSWKHREVHVVLRQ ZLWK PHDQV ZH
PXVW OHDUQ WKDW LW LV QRWRXU SRVVLELOLWLHV ZKLFK FRQWURO RXU DFWLRQ EXW LW LV*RG¶V
HQGSUHVHQWZLWKLQ XV ´ S

(OOXO¶V HWKLF LVJURXQGHG LQ DQDUUDWLYH ZKLFK OHDGVKLP WRFRQVLGHU QRWZKDW KDSSHQV DIWHU YLUWXH
DVLQ 0DF,QW\UH¶V $IWHU9LUWXHFULWLTXH RI3RVW0RGHUQLW\ EXW UDWKHU RQHWKDW SUHFHGHVYLUWXH 
7KLV LV WKH UHDVRQZK\ (OOXO FODLPV QRWWREHGRLQJ SKLORVRSK\ WKH DLP RIKLV WKHRORJLFDO 
VRFLRORJLFDO SURMHFW LVWRµJHW EHKLQG¶ WKH*UHHNV LQ WHUPV RIDSULRUZLVGRP WKDWZDVRUDO
PHWDSKRULF DQGDV(OOXO ³(SLORJXH 2Q'LDOHFWLF ´ FRQWHQGV FRQVWLWXWLYH RIDXQLW\ RIFRQWHQW
SUHVHQWHG LQ ³GLDOHFWLF ´ IDVKLRQ :LWKLQ WKLV XQLW\ RIFRQWHQW WKHSDUWVKDYHQRPHDQLQJ LQ
VHSDUDWLRQ IURP WKHZKROH RIWKHPHVVDJH
$VDFRQVHTXHQFH RIWKLV UHDOL]DWLRQ RIPHDQLQJ LQ WKHXQLW\ RISDUWV(OOXO EHOLHYHV WKH
HQWLUH PHVVDJH RIWKH%LEOH LV LQWHQGHG WREHWDNHQWRJHWKHU UDWKHU WKDQ FRQFHLYHG DVD
³FROOHFWLYH ´ RI LQGLYLGXDO PHVVDJHV FDSDEOHRIVWDQGLQJ DORQHRQWKHEDVLV RIWKHLU LQGLYLGXDO
FRQWHQW (OOXO¶V SHUFHLYHG LQFRPPHQVXUDELOLW\ EHWZHHQ0DU[¶V GLDOHFWLFDO PDWHULDOLVP DQG
&KULVWLDQ UHYHODWLRQ ± DOWKRXJK KHEHOLHYHG ERWK WREHUHSUHVHQWDWLYH RIWUXWK ZLWKLQ WKH FRQFUHWH
UHDOLW\ RIDSDUWLFXODU KLVWRU\ ± SURYLGHV WKHXQGHUO\LQJ WHQVLRQ EHKLQG (OOXO¶V GLDOHFWLF LQWHU DQG
LQWUD WH[WXDO GLDOHFWLF ³PHWKRG ´ 0RGHOHGE\WKH6FULSWXUDO PHVVDJH WKDW SURYLGHV WKH
EDFNJURXQG IRUKLV FRPPXQLFDWLYH IRUHJURXQG (OOXO¶V PHVVDJH LVOLNHZLVH LQWHQGHG WREHWDNHQ
DVDZKROH 7KLV GLDOHFWLF ZKROH UHTXLUHV WKHUHDGHUWRFRQVLGHU WKHPHVVDJH LQ WHUPV RID
WKHRORJLFDO DUJXPHQW SODFHGZLWKLQ WKH FRUUHVSRQGLQJ DQGQHYHUHQGLQJ WHQVLRQ RI WKH
VRFLRORJLFDO DUJXPHQW WKDW HPHUJHV GXULQJ DSDUWLFXODU PRPHQW LQ KLVWRU\ 
7KH VRFLRORJLFDO DUJXPHQW WKDW HPHUJHV LQ GLDOHFWLF UHVSRQVH WR7KH3UHVHQFHRIWKH
.LQJGRP LV7KH7HFKQRORJLFDO6RFLHW\ (OOXO¶V VHPLQDO VRFLRORJLFDO
 'DYLG*LOO ³-DFTXHV(OOXO¶V9LHZ RI6FULSWXUH´ VHHV(OOXO¶V YLHZRI6FULSWXUHDVJXLGHGE\EDVLFDVVXPSWLRQV
WKHILUVWRIZKLFKLVD³UDGLFDO XQLW\´IURP ³HQGWRHQGRYHUDQGDERYHWKHGLYHUVLW\RIDXWKRUVKLSVFKRR OVRI
WKRXJKWDQGOLWHUDU\ IRUPV´ ZKLFK*LOO DWWULEXWHVWRWZRVRXUFHVLQ(OOXO +RSHLQ7LPHRI$EDQGRQPHQW 
S DQG7R:LOODQG7R'R  SS *LOO 'DYLG:-DFTXHV(OOXO
V9LHZ RI6FULSWXUH-RXUQDORIWKH
(YDQJHOLFDO7KHRORJLFDO6RFLHW\   3ULQW

ZRUNZKLFK LQWURGXFHV DQXQSUHFHGHQWHG VRFLROLQJXLVWLF WKHRU\ IXUWKHU DGYDQFHG E\WZR
VXFFHVVLYH ZRUNV 7KH7HFKQRORJLFDO 6\VWHPDQG7KH7HFKQRORJLFDO%OXII
  &ROOHFWLYHO\ WKHVH WKUHH LQWHUGHSHQGHQW VRFLRORJLFDO WH[WV DUHLQIRUPDOO\
UHFRJQL]HG ZLWKLQ WKH VFKRODUVKLS DV(OOXO¶V WHFKQRORJLFDO WULORJ\ 7KH7HFKQRORJLFDO6RFLHW\
LQWURGXFHV (OOXO¶V LQLWLDO WKHRU\ RIWKH WHFKQRORJLFDO PLOLHX DVFRQVWLWXWLYH RIDQGFRQVWLWXWHG E\D
IRUP RIFRQVFLRXVQHVV WKDW LV XQFRQVFLRXV RI LWVHOI $FFRUGLQJ WR(OOXO WKLV ³IRUP ´ RI
FRQVFLRXVQHVV LQYROYHV D³PXWDWLRQ RIKXPDQ UHDVRQLQJ ´ WKDW FUHDWHV DIRUP RI³EHLQJ DSDUW ´
IURP DOO RWKHU IRUPV RI EHLQJ SUHYLRXVO\ H[SHULHQFHG WKURXJK KXPDQ KLVWRU\ LQ WKDW WKLV ³EHLQJ ´
KDV³PXWDWHG ´ WRPLUURU WKH ³IRUP ´ LPSRVHG E\WHFKQLFDO FRQVFLRXVQHVV 7KH7HFKQRORJLFDO
6RFLHW\ 7KH7HFKQRORJLFDO6\VWHP 
,Q7KH7HFKQRORJLFDO 6RFLHW\(OOXO¶V VLJQLILFDQW RQWRORJLFDO SURMHFW UHYROYHV DURXQG WKH
TXHVWLRQ RI WKHH[LVWHQFH RIDQDSULRULQRWLRQ RI EHLQJ IURP ZKLFK WKHWHFKQLFDO ³EHLQJ DSDUW ´
FDQEHFRQIURQWHG DQGXQGHUVWRRG LQ LWV DUWLILFLDOLW\ DVDQDGGLWLYH LH VRPHWKLQJ PRUHWKDQ
EHLQJ LWVHOI (OOXO¶V VXFFHHGLQJ WH[W7KH7HFKQRORJLFDO 6\VWHP H[SDQGV XSRQ WKLV FRQYHUVDWLRQ
E\PDLQWDLQLQJ WKDW WHFKQRORJ\ LVWKHGHWHUPLQLQJ IDFWRU LQ WKH WHFKQLFDO SKHQRPHQRQ E\
SURYLGLQJ DGHWDLOHG H[SOLFDWLRQ RIKRZ LW DFKLHYHV WKHKXPDQ FRRSHUDWLRQ UHTXLUHG IRU
V\VWHPL]DWLRQ DQGHQGOHVV SURSDJDWLRQ RIWKH WHFKQLFDO SKHQRPHQRQ XQGHU WKHIRUFHRIDILUVW
RULHQWLQJ IRUP (OOXO¶V ILQDO WH[W LQ WKH WHFKQRORJLFDO WULORJ\ 7KH7HFKQRORJLFDO%OXII PRUH IXOO\
H[SOLFDWHV WKHKXPDQ FRQVHTXHQFHV RIXQFRQVFLRXV SURSDJDWLRQ RIWKH WHFKQLFDO SKHQRPHQRQ E\
DWWHQGLQJ WRWHFKQRORJ\ DVDKLVWRULFDOO\GLVWLQFW IRUP RI ORJRV WKDWPLUURUV WKHPHWDSK\VLFDO
DEVWUDFWLRQ WRZKLFK LW UHIHUV +HUH(OOXO UHLQIRUFHV KLV RYHUDUFKLQJ WKHRUHWLFDO SRVLWLRQ WKDW WKH
ODFNRIGLVWDQFH DQGGLIIHUHQFH EHWZHHQ VXEMHFW DQGREMHFWH[SUHVVHG DVODQJXDJH UHVXOWV LQ WKH
HPHUJHQFH RI DSXUHO\ LPDJHEDVHG VRFLHW\ H[SHULHQFHG DV³IRUPOHVV ´ GXHWRWKH DEVHQFHRI

FRQWH[W DQGWKHUHIRUH PHDQLQJ (OOXO¶V EURDGHUSURMHFWHQGHDYRUV WRDVVHUW WKH UDGLFDOO\
VXEMHFWLYH H[LVWHQWLDO QHJDWLYH LQRUGHUWRUHHVWDEOLVK GLVWDQFH DQGGLIIHUHQFH LQ WKH VXEMHFW 
REMHFWH[SHULHQWLDO HQFRXQWHU IRUWKHSXUSRVHRIIUHHLQJ WKHKXPDQ FUHDWLYH SRVVLELOLW\ WKDW KH
PDLQWDLQV LV SUHVHUYHG H[FOXVLYHO\ LQ WKHFRXQWHUSOD\ RIGLDOHFWLF UHDVRQLQJ 7KLV QRWLRQ
LQYROYHV UHVWRUDWLRQ RIWKHEHLQJ RI VXEMHFWLYLW\ E\IUHHLQJ WKHDXWKHQWLF H[SUHVVLRQ RI EHLQJ LH
WKHZRUG± ZKLFK (OOXO +XPLOLDWLRQ YLHZV DVGLDOHFWLF E\LWV YHU\QDWXUH ± IURP LWV VXEMXJDWLRQ
WRWKH LPDJHELDV RI WHFKQLFDO FRQVFLRXVQHVV
(OOXO¶V'LDOHFWLFRI)DLWK LQ5HODWLRQWR/LIH
7KH ³GLDOHFWLF PHWKRG ´ WKDW KROGV (OOXO¶V WKHRORJLFDO DQGVRFLRORJLFDO YLHZV LQ WHQVLRQ DV
DQLQWHJUDWHG FULWLTXH RI0RGHUQ DQG3RVW0RGHUQ VRFLHW\ LV RQHWKDW HPHUJHV IURP WKH
LQWHUVHFWLRQ RISHUVRQDO H[SHULHQFH DQGLQWHOOHFWXDO LQWHUHVW (OOXO ZDVERUQ LQ %RUGHDX[ )UDQFH
LQWKHRQO\ FKLOG RIDSRRUIDPLO\ WKDW(OOXO ZDVREOLJHG WRVXSSRUW EHJLQQLQJ DWDJH
+LV OLIHORQJ IULHQG DQGFROOHDJXH 3DWULFN&KDVWHQHW ³$6KRUW%LRJUDSK\ RI-DFTXHV(OOXO ´
DWWULEXWHV (OOXO¶V VHOISURIHVVHG FRVPRSROLWDQ LGHQWLW\ WRKLVPRWKHU¶V 3URWHVWDQW )UHQFK
3RUWXJXHVH EDFNJURXQG DQGKLV IDWKHU¶V *UHHN2UWKRGR[9ROWDULDQ ,WDOR0DOWHVH DQG6HUELDQ
URRWV(OOXO VWXGLHG SKLORVRSK\ DWWKHXQLYHUVLWLHV RI%RUGHDX[ DQG3DULVZKHUHKHHQJDJHG LQ
ZKDWZDVWREHFRPHDOLIHORQJ LQWHUHVW LQ VRFLDO SKLORVRSK\ DQGSROLWLFDO HFRORJ\ (OOXO¶V HDUO\
ZRUNZDVLQIOXHQFHG E\0DU[.LHUNHJDDUG DQG%DUWK $OWKRXJK (OOXO KDGQRIRUPDO UHOLJLRXV
 (OOXO¶V QRWLRQRI³GLDOHFWLF´FDQEHGHILQHGE\ LWVUHFRJQLWLRQRIWKH\HVZLWKLQWKHQRDVFRQVWLWXWLYHWKHZKROH
)DOVH3UHVHQFHRIWKH.LQJGRP DQG WKHQRWLRQRIWKLVGLDOHFWLFPRYHPHQW DVUHIOHFWLYH RIWKHUHDOLW\ RI
OLIH LWVHOI³(SLORJXH2Q'LDOHFWLF´ LQ&&KULVWLDQVDQG-9DQ+RRN(GV-DFTXHV(OOXO,QWHUSUHWLYH(VVD\V
7KHIRUPHU FDVHVWDQGVWRJURXQG(OOXO¶V GHQLDORIWKHH[LVWHQFHRIDQ\³SXUH´VWDWHLH DSXUHSRVLWLYHDSDUW
IURP DQHJDWLYHDQGYLFHYHUVDZKLFKDFFRXQWVIRUKLVGHQLDORIWKHFRQFHSWVRIQRWKLQJQHVVDQGLQILQLW\DSDUWIURP
(OOXO¶V DWWHQGDQWWKHRORJLFDOFRPPLWPHQWV WKDWSURYLGHJURXQGIR UWKLVDVVHUWLRQ)XUWKHUPRUH(OOXO FRQQHFWVWKLV
QRWLRQRIGLDOHFWLFZLWKWKHRUGHURIOLIH DVJLYHQE\WKH&UHDWRUYVDV\VWHPWKDWLVFRQVWUXFWHGE\+LVFUHDWXUH




XSEULQJLQJ %DUWK¶V ZULWLQJV LQVSLUHG (OOXO WRWDNHDQLQWHUHVW LQ WKHRORJ\ DQGWKH*RVSHO DQG LQ
(OOXO FRQYHUWHG WR&KULVWLDQLW\ DIWHU KDYLQJ DYLVLRQ RI*RGDQH[SHULHQFH ZKLFK KH
UHIXVHG WRDGGUHVVWKURXJKRXW KLV OLIHWLPH $IWHU KLV FRQYHUVLRQ (OOXO FRQFOXGHG WKDW KHZDV
XQDEOH WRV\QWKHVL]H 0DU[LVW GRFWULQH ZLWK &KULVWLDQLW\ DQGPDQ\ RIKLV SRVWFRQYHUVLRQ
ZULWLQJV HPSKDVL]H WKHGLFKRWRP\ EHWZHHQ WKHVH WZRSKLORVRSKLHV 
(OOXO REWDLQHG KLV GRFWRUDWHLQ ZLWK DWKHVLV HQWLWOHG 7KH+LVWRU\DQG/HJDO1DWXUH
RIWKH0DQFLSXP+HEHJDQKLV WHDFKLQJ FDUHHUDWWKH)DFXOW\ RI/DZ LQ 0RQWSHOLHU 
EHIRUHPRYLQJ RQWRSRVWVLQ 6WUDVERXUJ DQG&OHUPRQW)HUUDQG 'XULQJ :RUOG:DU,,(OOXO ZDV
DOHDGHU LQ WKH)UHQFK 5HVLVWDQFH DQGZDVODWHU KRQRUHG IRU KLV HIIRUWV WRVDYH-HZVGXULQJ WKLV
HQJDJHPHQW +RZHYHU DFFRUGLQJ WR&KDVWHQHW ³$6KRUW%LRJUDSK\ RI-DFTXHV(OOXO´ (OOXO
GLVWDQFHG KLPVHOI IURP SDUW\SROLWLFV LQ WKH DIWHUPDWK RIWKHZDUDOWKRXJK KHEULHIO\ KHOG DQ
DGPLQLVWUDWLYH SRVLWLRQ ZLWK WKH&LW\ RI%RUGHDX[ IURP +HDOVRZRUNHGDVDOD\
SDVWRUDQGEHJDQZKDW ZDVWREHFRPHDOLIHWLPH HQJDJHPHQW ZLWK YDULRXV WKHRORJLFDO
RUJDQL]DWLRQV 
(OOXO¶V DFDGHPLF FDUHHUUHVXPHG ZKHQ KHZDVDSSRLQWHG SURIHVVRU RIVRFLDO KLVWRU\ DWWKH
8QLYHUVLW\ RI%RUGHDX[ LQ RQH\HDUSULRU WRSXEOLFDWLRQ RI3UHVHQFH+HUHKHEHJDQ WR
SXUVXH SXEOLFDWLRQ RQDZLGHYDULHW\ RI VSHFLDOL]DWLRQV LQFOXGLQJ 5RPDQ ODZ WKHKLVWRU\ DQG
VRFLRORJ\ RI LQVWLWXWLRQV 0DU[LVP SURSDJDQGD DQGWHFKQLTXH LQ VRFLHW\ 'XULQJ WKLV WLPH (OOXO
DOVREHJDQ WRVHULRXVO\ FRQVLGHU GHYHORSPHQW RI DZULWWHQ DFFRXQW RIKLV WKHRORJLFDO FRQFHUQV LQ
FRQQHFWLRQ ZLWK WKHVHFXODU IUDPHZRUN RIFRQWHPSRUDU\ KLVWRU\ 7KLV VRFLRORJLFDO IRFXV LQ
(OOXO¶V ZULWLQJ ZDVVSDUNHGZKHQ RQHGD\ -*DVWDPELGH DSDVWRUZLWK ZKRP (OOXO ZDV
DFTXDLQWHG RIIHUHG WKHIROORZLQJ FULWLTXH ZKLFK (OOXO UHFRXQWV LQ WKHSUHIDFH WRWKH VHFRQG
H[SDQGHG HGLWLRQ RI3UHVHQFH ³,W LV YHU\ LQWHUHVWLQJ EXWYHU\ RIWHQ \RX UHVWULFW \RXUVHOI WR

PDNLQJ DIILUPDWLRQV \RXGRQRWLOOXVWUDWH )RUH[DPSOH ZKDW \RX VD\FRQFHUQLQJ WHFKQLTXH ±
WKDW LV QHZ ± EXW \RX VKRXOG HODERUDWH RQLW WRSURYHLW ´ [ $IWHU UHIOHFWLQJ XSRQ*DVWDPELGH¶V
LPSOLHG LQWHUHVW LQ DPRUHUREXVW DUWLFXODWLRQ RI WKHLQWHUVHFWLRQ EHWZHHQKLV WKHRORJLFDO
EDFNJURXQG DQGSUDFWLFDO IRUHJURXQG (OOXO¶V WKHRORJLFDO FRQFHUQZLWK ³IRUP ´ DQG³FRQIRUPLW\ ´
LQ3UHVHQFHWXUQHG WRZDUGV DVRFLRORJLFDO H[SORUDWLRQ RI³WKH VWUXFWXUHV RI RXUVRFLHW\ WKDW
GHWHUPLQHG WKH FRQIRUPLVP ´ S[LL 7KHEURDGHUORVV RI FRQQHFWLRQ EHWZHHQEDFNJURXQG
NQRZOHGJH DQGIRUHJURXQG DFWLRQ LQ FRQWHPSRUDU\ VRFLHW\ UHPDLQHG DWKHPH WKURXJKRXW WKH
UHPDLQGHU RI(OOXO¶V FRUSXVZKLFK E\WKHWLPH RIKLV GHDWKLQ FRQVLVWHG RI RYHUERRNV
DQGPRUH WKDQ DWKRXVDQG DUWLFOHV
'HVSLWH KLV JDLQ LQ UHFRJQLWLRQ DPRQJ (XURSHDQ DFDGHPLFV (OOXO ZDVUHODWLYHO\ XQNQRZQ
LQ WKH 8QLWHG 6WDWHVSULRU WRKLV UHFRPPHQGDWLRQ WRWKH8QLYHUVLW\ RI&DOLIRUQLD &HQWHU IRU WKH
6WXG\RI'HPRFUDWLF ,QVWLWXWLRQV E\$OGRXV +X[OH\ LQ+X[OH\ YLHZHG (OOXO DVDQ
LPSRUWDQW HPHUJLQJ FULWLF RIWHFKQRORJ\ EDVHGXSRQ KLV HQJDJHPHQW ZLWK (OOXO¶V RULJLQDO 
SXEOLFDWLRQ RI/D7HFKQLTXHRXO¶HQMHXGXVLqFOHZKLFK UHFHLYHG OLWWOH DWWHQWLRQ XQWLO LWZDV
UHSXEOLVKHG LQ(QJOLVK E\.QRSI LQ  ,Q WKHLQWURGXFWLRQ WRWKH ILUVW HGLWLRQ LQ(QJOLVK
VRFLRORJLVW 5REHUW.0HUWRQ FRPSDUHG(OOXO¶V VRFLRORJLFDO LQVLJKWV UHJDUGLQJ WKHLPSDFW RI
WHFKQRORJ\ LQ FRQWHPSRUDU\ VRFLHW\ ZLWK VWXGLHV E\6SHQJOHU 9HEOHQ DQG0XPIRUG 0DQ\
VRFLRORJLFDO VFKRODUV ZKRJDLQHG H[SRVXUH WR(OOXO¶V WKHRU\ RIWHFKQLTXH WKURXJK .QRSI¶V
SXEOLFDWLRQ RIWKH(QJOLVK WUDQVODWLRQ 7KH7HFKQRORJLFDO 6RFLHW\ ZHUHXQDZDUH RI WKH
WKHRORJLFDO GLDOHFWLF FRXQWHUSDUW RI(OOXO¶V SURMHFW +RZHYHU SXEOLFDWLRQ RI 7KH7HFKQRORJLFDO
 &KDVWHQHW3DWULFN ³6KRUW%LRJUDSK\´,QWHUQDWLRQDO-DFTXHV(OOXO6RFLHW\,-(6 OOXORUJOLIHELRJUDSK\
$FFHVVHG$SU
 &KULVWLDQV&OLIIRUG * DQG0LFKDHO55HDO ³-DFTXHV(OOXO
V &RQWULEXWLRQVWR&ULWLFDO 0HGLD7KHRU\´-RXUQDORI




6RFLHW\ VSDUNHGLQWHUHVW LQ (OOXO¶V FRUUHVSRQGLQJ WH[WV DPRQJ 3URWHVWDQW WKHRORJLDQV LQ WKH86
LJQLWLQJ LQWHUHVW LQ WKH(QJOLVK WUDQVODWLRQV RI(OOXO¶V WKHRORJLFDO ZULWLQJV GXULQJ WKHPLGV 
(OOXO¶V HWKLFDO SRVLWLRQ H[SUHVVHG LQ WHUPVRIKLV VRFLRORJLFDO SHUVSHFWLYH LV JURXQGHG LQ
WKHQRWLRQ WKDW KXPDQ FRPPXQLW\ GHSHQGVXSRQSUHVHUYLQJ WKH UHODWLRQVKLS EHWZHHQEDFNJURXQG
NQRZOHGJH DQGIRUHJURXQG DFWLRQ H[SUHVVHG DVSUD[LV ZKLFK EHJLQV ZLWK WKHZRUG 7KLV DFWRI
SUHVHUYDWLRQ FDQRQO\ RFFXUZKHQ KXPDQ UHODWLRQV DUHGHWHUPLQHG E\DXWKHQWLFDOO\KXPDQ IRUPV
RIV\PEROL]DWLRQ ZKHUHLQ ³EHLQJ ´ UHPDLQV IUHH WRILQG H[SUHVVLRQ WKURXJK DPXOWLSOLFLW\ RI
³IRUPV ´ 7HFKQLFDO UHDOLW\ FRPHVLQWR FRQVFLRXVQHVV XQGHU WKHSUHVVXUHRI DILUVWRULHQWLQJ IRUP
WKDW VHL]HV XSRQEHLQJ UHTXLULQJ EHLQJ WRWDNHRQWKH LPDJH RIWHFKQLTXH¶V IRUP %ULHIO\ VWDWHG
WHFKQLFDO UHDOLW\ SHUPLWV H[SUHVVLRQ RIRQO\ RQHIRUP RI EHLQJ WKH IRUP RIWKH LPDJH H[SUHVVHG
DVWKH IDFW DQGIXUWKHU UHLQIRUFHG DVWKHUXOH 7KLV UHGXFWLRQ WRDVLQJXODULW\ RIEHLQJ H[SUHVVHG
DVDSXUHO\ REMHFWLYH UHDOLW\ UHSUHVHQWV DQHWKLFDO SUREOHP IRU(OOXO EHFDXVHLW LQWURGXFHV DSXUHO\
DUWLILFLDO LHPDGH FRQVWUXFW LQWR FRQVFLRXVQHVV WKDW GHQLHV WKH UHDOLW\ RIWKH ,QFDUQDWLRQ DQG
WKH&KULVWLDQ ³VW\OH RIOLIH ´ UHIOHFWLYH RI'LYLQH SUHVHQFH 7KXV (OOXO¶V HWKLFDO SUREOHP ZLWK
WHFKQLFDO UHDOLW\ PLJKW EHIUDPHG WKURXJK KLV &KULVWRFHQWULF SKLORVRSK\ RIFRPPXQLFDWLRQ LQ WKH
IROORZLQJ PDQQHU WHFKQLFDO UHDOLW\ SUHVHQWV DQREVWDFOH WRKHDULQJ WKH:RUGRI*RGJLYHQ LQ DQG
WKURXJK DVLWXDWHG KXPDQ VXEMHFW FRPPXQLFDWLQJ DVDVLJQ RI+LV3UHVHQFH LQ HYHU\GD\ OLIH 
7KH VSDFHZKHUHLQ WKH ³:RUG ´ RI*RGPLJKW EH³KHDUG ´ ZLWKLQ WKHRSHQRUGHURIWKH
DXWKHQWLFDOO\KXPDQ LQWHUSHUVRQDO HQFRXQWHU UHSUHVHQWV WKH HWKLFDO ³JRRG ´ ZKLFK (OOXO VHHNVWR
SURWHFWDQGSURPRWH :KLOH WKLV HWKLFDO SUREOHP IRU(OOXO FDQEHH[SODLQHG LQERWKWKHRORJLFDO
DQGVRFLRORJLFDO WHUPV KHPDLQWDLQV WKDW WKHRQO\ DYDLODEOH FRUUHFWLYH DSSHDUVJURXQGHG LQ WKH
IRUPHU EHFDXVHWKH ODWWHU LQYROYHV ZRUNLQJ ZLWKLQ WKH ODQJXDJH RIWHFKQLTXH UDWKHU WKDQ RXWVLGH
LW ,QRUGHUWRH[SORUH WKLV FODLP PRUH IXOO\ WKHSURMHFWZLOO WXUQ WRZDUGDFRQVWUXFWLYH
 (OOXO -7KH+XPLOLDWLRQRIWKH:RUG S

KHUPHQHXWLF DQDO\VLV RIWKH UHODWLRQVKLS EHWZHHQ IRUP DQGEHLQJ LQ (OOXO GXULQJ WKHSHULRG
PDUNHGE\(OOXO¶V H[SDQGHG DUWLFXODWLRQ RIWKH UHODWLRQ EHWZHHQKLV WKHRORJLFDO EDFNJURXQG DQG
IRUHJURXQG SUDFWLFH 7ZRPHWDSKRUV WKDW DSSHDUDVDFRQVLVWHQW EULGJH EHWZHHQ(OOXO¶V
VRFLRORJLFDO WKHRORJLFDO SHUVSHFWLYHV DUH³IRUP ´ DQG³PHDQV ´ DQGDFRQVWUXFWLYH KHUPHQHXWLF
DQDO\VLV RIWKHUHODWLRQ EHWZHHQ WKHVH WHUPVZLOO DVVXPH DSLYRWDO SRVLWLRQ E\ZKLFK WKLV SURMHFW
HQGHDYRUV WRFRQQHFW ZLWK EURDGHULPSOLFDWLRQV IRUWKHGLVFLSOLQH
7KH)RUP %HLQJ1RQ'\QDPLF LQ(OOXO¶V 3KLORVRSK\ RI&RPPXQLFDWLRQ (WKLFV
7KLV SURMHFW XQLWHV (OOXO¶V 3UHVHQFHWKHRORJLFDO SUREOHP RIFRQIRUPLW\ WRPHDQVZLWK
(OOXO¶V 7KH7HFKQRORJLFDO 6\VWHPVRFLRORJLFDO FRQFHSWLRQ RI³WHFKQRORJ\ ´ DVDGLVFRXUVH
FRQVWLWXWLYH RIDILUVWRULHQWLQJ IRUP WKDW H[SUHVVHV DVLQJXODU PRGHRIEHLQJ DQGHQGHDYRUV WR
H[SODLQ ZK\ WKLV FRQFHSW SURYLGHV DFULWLFDO SRLQW IRU GHILQLQJ WKH FRQWHPSRUDU\ SUREOHP RI
³PHDQV ´ LQ (OOXO¶V &KULVWRFHQWULF HWKLFDO SKLORVRSK\ (OOXO WDNHVWKHSRVLWLRQ WKDW WHFKQLTXH LV DQ
DUWLILFLDO UHDOLW\ FRQVWLWXWLYH RIDQGFRQVWLWXWHG E\ DGLVFRXUVH UHIOHFWLYH RIWHFKQLTXH¶V LPDJH
LH WHFKQRORJ\ 7KURXJKRXW KLV WHFKQRORJLFDO WULORJ\ (OOXO EXLOGV DQGUHLQIRUFHV WKH FODLP
WKDW WKHSUREOHP RIWHFKQLTXH LV DSUREOHP RIDODQJXDJH FKDUDFWHUL]HG E\DELDV IRU WKH
SUHGLFDWLYH WKDW HOLPLQDWHV WKHVXEMHFWLYH YLD LPSRVLWLRQ RI DSDUWLFXODU IRUP RI FRQVFLRXVQHVV
WKDW LV XQFRQVFLRXV RILWVHOI 7KLV FODLP ILQGV LWV EHJLQQLQJV LQ7KH7HFKQRORJLFDO 6RFLHW\
  EXW LVIXOO\ DUWLFXODWHG LQ (OOXO¶V VXFFHHGLQJ WH[W 7KH7HFKQRORJLFDO 6\VWHP
  ZKHUHLQ (OOXO WKHRUL]HV WKDW WKHHOHPHQWDO RUFDWDO\WLF VWUXFWXUH RIWHFKQRORJ\ LV
FRQVWLWXWLYH RID³PXWDWLRQ ´ RI WKHWUDGLWLRQDO IRUP DQGFRQWHQW UHODWLRQ DVWKHH[SUHVVLRQ RID




FDQQRW EHH[SHULHQFHG RUH[SUHVVHG EHFDXVHWHFKQRORJ\ DVERWKDXQLYHUVH DQG DODQJXDJH KDV
EHFRPHERWKPHGLDWRU DQGHQYLURQPHQW 
(OOXO¶V QRWLRQ RIDSUREOHPDWLF IRXQGDWLRQ LQ ³IRUP ´ LVH[SUHVVHG IURP DWKHRORJLFDO
SHUVSHFWLYH LQKLV HDUOLHU ZRUN7KH3UHVHQFHRIWKH.LQJGRP +HUH(OOXO ILUVW
FRQIURQWV WKHSUREOHP RI WHFKQRORJLFDO IRUP LQ WHUPVRIPDQ¶V ³FRQIRUPLW\ ´ WRDQDUWLILFLDO
ODQJXDJH UHDOLW\ WKDW FORVHVRII SRVVLELOLWLHV IRU WKH HPHUJHQFH RIWUXWK E\DOWHULQJ WKHEDODQFH
EHWZHHQ DXUDO DQGYLVXDO RUGHUVWKHUHE\ DEROLVKLQJ WKH WUDGLWLRQDO PHDQV HQGUHODWLRQ RI
DXWKHQWLFDOO\ KXPDQ SXUSRVHV ,Q3UHVHQFH(OOXO H[SOLFDWHV KLV FODLP WKDW WKH:RUGZRUG
DORQH LVFDSDEOHRI FUHDWLQJ DQRSHQLQJ IRUWUXWK WREHKHDUG IURP WKHSRVLWLRQ WKDW WKH UHDOLW\ RI
*RGLQ IDLWK ± DQGQRW WKHLPDJH RI*RGLQEHOLHI ± LV LQFDSDEOH RI UHGXFWLRQ WRXVHYDOXH WKH
VLQJXODU YDOXH H[SUHVVHGE\WKH IRUP EHLQJ PXWDWLRQ 
(OOXO¶V WKHRUHWLFDO JURXQGLQJ LQ WKH IRUP EHLQJ PXWDWLRQ SOD\V XSRQ VHYHUDO SRLQWV RI
VLJQLILFDQFH RIIHULQJ QHZRSSRUWXQLWLHV IRU GLVFXVVLRQ LQ DQGDURXQG(OOXO ZKHQYLHZHG WKURXJK
WKH OHQVRI DKXPDQLWLHVEDVHG FRPPXQLFDWLRQ SHUVSHFWLYH 7KH ILUVW LV KLV UHMHFWLRQ RI
0RGHUQLW\ DQGGLVDVVRFLDWLRQ ZLWK 3RVWPRGHUQLW\ ± LQFOXGLQJ WKHFULWLFDO SHUVSHFWLYH RIZKLFK
KHLV RIWHQ FODLPHG WREHDFRQWULEXWRU ± IURP WKH VWDQGSRLQW RID&KULVWRFHQWULF SKLORVRSK\ RI
FRPPXQLFDWLRQ 7KHVHFRQG LV KLV GHQLDO RI VWUXFWXUDOLVP DQGSRVWVWUXFWXUDOLVP ZKLFK (OOXO
YLHZV QRW DVLQWHOOHFWXDO PRYHPHQWV EXW UDWKHU DVH[WHQVLRQV RIWHFKQLTXH 7KH WKLUG LQYROYHV
DFRPPLWPHQW WRWKHSULPDF\ RI WKHVSRNHQZRUGDQGWKHXQLRQ RIUKHWRULF DQGKHUPHQHXWLFV LQ
WKH OLYH H[SHULHQWLDO HQFRXQWHU EHWZHHQ WKHVXEMHFW DQGREMHFW7KH IRXUWK SRLQW RIVLJQLILFDQFH
LQYROYHV WKH IRUP EHLQJ PXWDWLRQ DVWKH HOHPHQWDO EHJLQQLQJ RIDWHFKQLFDO FRQVFLRXVQHVV WKDW
 7KLVFODLP ZKLFK(OOXO DGYDQFHVPRVWSURPLQHQWO\ LQ7KH+XPLOLDWLRQRIWKH:RUG LV H[SORUHG LQGHSWKE\
&DOYLQ7URXSLQKLVDUWLFOH ³,QFOXGHWKH,FRQRFODVW7KH9RLFH RI-DFTXHV(OOXO LQ&RQWHPSRUDU\7KHRU\DQG
&ULWLFLVP´ -RXUQDORI&RPPXQLFDWLRQDQG5HOLJLRQ YRO QR  SS±

UHFRJQL]HV QRQDWXUDO OLPLWV WKXV FXOPLQDWLQJ LQ WKH IRUPDWLRQ RIDFORVHGZRUOG FKDUDFWHUL]HG E\
DUWLILFLDOLW\ DQGXQUHDOLW\ 
7KH ILIWK SRLQW RI VLJQLILFDQFH IRFXVHV RQWKH UHVWRUDWLRQ RIDQ HYHQW RQWRORJ\ DVWKH
JURXQG IRU GHILQLQJ DXWKHQWLF KXPDQ FRPPXQLFDWLRQ DQRWLRQ XQLTXHO\ LQIRUPHG E\(OOXO¶V
&KULVWRFHQWULF SKLORVRSK\ RIFRPPXQLFDWLRQ DVD5HYHODWRU\ 7UXWK WUXWK ZKLFK JURXQGV
NQRZOHGJH DQGPHDQLQJ ZLWKLQ WKH LQVHSDUDELOLW\ RIWUXWK DVDWUDQVFHQGHQW TXDOLW\ DQGUHDOLW\
H[SHULHQFHG DVLPPDQHQW UHYHODWLRQ ZLWKLQ WLPH 7KLV SRLQW VHWVILYH GHILQLQJ FRRUGLQDWHV WKDW
XQLWH ZKDW LV FRPPRQO\ UHFRJQL]HG DV(OOXO¶V VRFLRORJLFDO DQGWKHRORJLFDO ³GLDOHFWLF ´ WKH
LPSRVVLELOLW\ RIKXPDQ V\QWKHVLV WKXV WKHQHHGIRU FRQVWDQW UHQHZDO LQ WLPH DQGVSDFHLH D
³OLYLQJ´ ODQJXDJH WKH H[LVWHQFH RIWKHSRVLWLYH ZLWKLQ WKHQHJDWLYH DVWKH H[SUHVVLRQ RI WKH
ZKROH RIUHDOLW\ WKH UDGLFDO GLVWLQFWLRQ EHWZHHQKXPDQ ³EHLQJ ´ VXEMHFWLYH DQGKXPDQ
³DFWLYLW\ ´ SUHGLFDWLYH WKHLPSRVVLELOLW\ RIDFRUSRUDWH DFWRI ³IDLWK ´ SODFLQJ FHQWUDO
LPSRUWDQFH XSRQ WKH LQGLYLGXDO &KULVWLDQ DFWRULQ VRFLHW\ DQG(OOXO¶V LQWHQWLRQ WRJHWEHKLQG
*UHHNSKLORVRSK\ LQ RUGHUWRORFDWH DSULPRUGLDO IRUP RIZLVGRP JURXQGHG LQ DQFLHQW +HEUDLF
WKHRORJ\ 7KHVH ILYH SKLORVRSKLFDO FRRUGLQDWHV ZLOO JXLGH GLVFXVVLRQ RI(OOXO¶V WKHRU\ RI
ODQJXDJH DQGWKHQRWLRQ RI DSUREOHPDWLF DQGILUVWRULHQWLQJ ³IRUP ´ DVLW DSSHDUVLQ3UHVHQFH
DQGWKHQ ODWHU GHYHORSV LQWR ZKDW LV FRQVLGHUHG LQ WKLV SURMHFWDVWKHJURXQG IRU(OOXO¶V WKHRU\ RI
WHFKQRORJ\ DVDQ DUWLILFLDO GLVFRXUVH LH WKHIRUP EHLQJ PXWDWLYH VLQJXODULW\ RILGHQWLW\ DQG
SUHVXSSRVHG DFWLYLW\ WKH ³)%6 ´ DVLW DSSHDUVLQ 7KH7HFKQRORJLFDO6\VWHP
7KH VL[WK DQGILQDO SRLQW RI VLJQLILFDQFH FRQVLGHUV ZKDWPD\EHWKHPRVW UDGLFDO
SURSRVLWLRQ VXJJHVWHG E\(OOXO¶V WKHRU\ RIWHFKQRORJ\ DVDQ DUWLILFLDO GLVFRXUVH WKHLPSRVVLELOLW\
RIDWHFKQLFDO SKLORVRSK\ RUFXOWXUH 6LQFH (OOXO LVZLGHO\ UHFRJQL]HG LQ WKHVFKRODUVKLS DVD
³SKLORVRSKHU ´ RIWHFKQRORJ\ WKLV SURSRVLWLRQ UHTXLUHV DQH[SORUDWLRQ RIWKHGLVWLQFWLRQ EHWZHHQ D

SKLORVRSK\ RIWHFKQRORJ\ DQGDWHFKQLFDO SKLORVRSK\ DORQJ ZLWK DGLVFXVVLRQ RIWKH LPSOLFDWLRQV
RIERWKXSRQ WKHGLVFLSOLQH 7KH VXFFHHGLQJ FKDSWHUV LQ WKLV SURMHFW GLVFXVVHG LQ WKHQH[W
VHFWLRQV DLP WRZRUNZLWKLQ WKHPRYHPHQW EHWZHHQ(OOXO¶V VRFLRORJLFDO DQGWKHRORJLFDO
SHUVSHFWLYHV UHYHDOLQJ KLV&KULVWRFHQWULF HWKLF DQGSKLORVRSK\ RI FRPPXQLFDWLRQ LQDFWLRQ DVLW
JURXQGV WKHVHGLVWLQFWO\ GLIIHUHQW \HW SDUDOOHO VWXGLHV 
(OOXO DV,FRQRFODVW$&RPPXQLFDWLRQ 3HUVSHFWLYH
7KH VHFRQGFKDSWHU LQ WKLV SURMHFWIRFXVHV RQWKUHHNH\ LGHDVLQ (OOXO WKDW HPHUJH
WKURXJKRXW KLV VRFLRORJLFDO WKHRORJLFDO GLDOHFWLF DPHWKRG RI QRQPHWKRG WKDW FRQIURQWV
WHFKQLTXH DVDQDUWLILFLDO V\VWHPPDGH LQ ODQJXDJH YV DQRUGHUJLYHQ WKURXJK ODQJXDJH (OOXO¶V
DVVHUWLRQ RI³EHLQJ ´ DVWKH VXEMHFW WHFKQRORJ\ DVDFORVHGV\VWHPDQGDXWKHQWLF
FRPPXQLFDWLRQ DVDQRSHQRUGHU$OWKRXJK WKHVH WHUPV FRQQHFW WRWKHSURMHFW DWODUJH FKDSWHU
WZRH[SORUHV KRZ WKH\ DUHH[SOLFDWHG LQ(OOXO DVERWKUKHWRULFDO DQG VRFLDO WKHRULVW 7KHQRWLRQ
RI(OOXO DVDQ³LFRQRFODVW ´ ZDVILUVW UHFRJQL]HG ZLWKLQ WKHFRPPXQLFDWLRQ GLVFLSOLQH E\&DOYLQ /
7URXS ³,QFOXGH WKH,FRQRFODVW ´ LQ RUGHUWRVXSSRUW KLV FKDUDFWHUL]DWLRQ RI(OOXO DVDFULWLF RI
SRVWPRGHUQ FRPPXQLFDWLRQ WKHRULHV DQGDVDPHWDSKRU WRJURXQG KLV DUJXPHQW IRULQFOXVLRQ RI
(OOXO¶V 7KH+XPLOLDWLRQRIWKH:RUG LQWR WKHFDQRQRI FRQWHPSRUDU\ UKHWRULFDO WKHRU\ ,Q
DFNQRZOHGJHPHQW RI WKHWKHRORJLFDO SHUVSHFWLYH WKDW LQWHJUDWHV ZLWK (OOXO¶V VRFLRORJLFDO WKHRU\
7URXS¶V LGHQWLILFDWLRQ RI(OOXO DVDQ³LFRQRFODVW ´ PDLQO\ GHULYHV IURP (OOXO¶V GLVFXVVLRQ
RIWKHRSSRVLWLRQ EHWZHHQ IDLWK DQGEHOLHI IUHHGRP DQG FRQIRUPLW\ LQ WKHWH[W -HVXVDQG0DU[
,QFROODERUDWLRQ ZLWK FRDXWKRU &OLIIRUG &KULVWLDQV 7URXS ³(OOXO DQG$XJXVWLQH RQ
5KHWRULF DQG3KLORVRSK\ RI&RPPXQLFDWLRQ ´ FKDUDFWHUL]HV (OOXO¶V SKLORVRSK\ RI
FRPPXQLFDWLRQ DVRQHJURXQGHG LQ WKHQRWLRQ RI&KULVWLDQ DOHWKHLD DPHWDUKHWRULFDO DSSURDFK




FKDUDFWHUL]HG E\WKHXQLW\ RIZRUGDQGGHHGIRUP DQGFRQWHQW (OOXO¶V ³DOHWKHLDF´
SKLORVRSK\ RIFRPPXQLFDWLRQ FDQWKXV EHYLHZHG ZLWKLQ WKH IUDPHZRUN RIDSUD[LV LQZKLFK
DFWLRQV KDYH PHDQLQJ DVH[WHQVLRQV RIDFRUUHVSRQGLQJ UKHWRULF WKDW ERWKGHILQHV DQGUHLQIRUFHV
WKHVH DFWLRQV $VGHVFULEHGE\&KULVWLDQV DQG7URXS DQDOHWKHLDF SKLORVRSK\ RIFRPPXQLFDWLRQ
XQIROGV DVWKHGHPRQVWUDWLRQ RI³ORYH ´ DV³WUXWKIXOQHVV ´ 7KLV PRYHPHQW UHTXLUHV DQ
DZDUHQHVV RIWKH VLWXDWHG VHOI ZLWK DVLWXDWHG RWKHU DVZHOO DVDWWHQWLRQ WRWKHHWKLFDO G\QDPLF RI
³EHLQJ ´ LQ ³WLPH ´ LHWKHQHJRWLDWLRQ RIWKH UHDOLW\ RIEHLQJ ZLWKLQ WKHG\QDPLF RI WHPSRUDOLW\
WKURXJK DQDFWRIVSHHFK)RUWKLV UHDVRQ7URXS DQG&KULVWLDQV FKDUDFWHUL]H (OOXO¶V ³DOHWKHLDF ´
SKLORVRSK\ RIFRPPXQLFDWLRQ DVWHPSRUDU\ UKHWRULFDO DQGKHUPHQHXWLFDO DWRQFHLH
SKHQRPHQRORJLFDO DQGGHHSO\ H[LVWHQWLDO $VDSUD[LDO IRUP RISKLORVRSK\ &KULVWLDQ
DOHWKHLD LQIRUPV (OOXO¶V FRPPLWPHQW WR WKHSURWHFWLRQ RIRSHQ VSDFHVIRU FRPPRQ RUOD\ UKHWRULF
LH RUDOFRPPXQLFDWLRQ WKDW WDNHVSODFH LQRUGLQDU\ SODFHV DPRQJ RUGLQDU\ SHRSOH VSHDNLQJ LQ
DQRUGLQDU\ ODQJXDJH WKURXJK IDFHWRIDFH HQFRXQWHUV $&KULVWLDQ DOHWKHLDF SKLORVRSK\ RI
FRPPXQLFDWLRQ DFWVWRSURWHFWDQGSURPRWH DVSDFHZKHUHE\ WKH:RUGZRUGRI*RGPLJKW EH
KHDUGE\HQFRXUDJLQJ DVLWXDWHG ³ZKHUHQHVV ´ WKDW UHVWRUHV WKH H[LVWHQWLDO GZHOOLQJ VSDFHDPRQJ
LQWHUORFXWRUV WKDW RWKHUZLVH VHHNVFORVXUH E\WKH)%6± LH WKHDQRQ\PRXV SHUVRQ DQGKLV KHU
DQRQ\PRXV OLQJXLVWLF SURGXFW H[SUHVVLYH QRWRI DUHDO DQGFRQFUHWH ³ZKHUHQHVV ´ EXWRI DQXQUHDO
DQGDEVWUDFW IRUP RI³VKHHU WKHUHQHVV ´
 ³6KHHUWKHUHQHVV´LVDWHUPXVHGE\/RYHNLQ7HFKQLTXH'LVFRXUVHDQG&RQVFLRXVQHVVWRGHVFULEHWKH





LQ(OOXO¶V &RQFHSWLRQ RI$XWKHQWLF 'LVFRXUVH
7KLV FKDSWHU ZKLFK IRFXVHV RQWKHZULWLQJV RISKLORVRSKHU RIFRPPXQLFDWLRQ 'DYLG
/RYHNLQ LQ DQGDURXQG(OOXO ZLOO H[SORUH WKH)%6LQ WHUPVRI IRXU LGHDV WKDW DUHNH\WR
XQGHUVWDQGLQJ (OOXO¶V GLVWLQFWLRQ EHWZHHQ WHFKQLFD O DQGDXWKHQWLF FRPPXQLFDWLRQ
FRQVFLRXVQHVV HPERGLPHQW LGHQWLW\ DQGOLPLWV 7KURXJK DSKLORVRSKLFDO DQDO\VLV RI D:HVWHUQ
KLVWRU\ RI SUREOHPDWLF DVVXPSWLRQV UDLVHG LQ DQGE\WKHRULHV RIPHWDSK\VLFDO DEVWUDFWLRQ
/RYHNLQ DJUHHV WKDW(OOXO¶V SUREOHP RI WKHHQGDQGWKHPHDQV DVH[SUHVVHG WKURXJK
FRQWHPSRUDU\ SKLORVRSKLFDO DQGGLVFRXUVH WKHRU\ LVQRW QHZEXW WKDW LQ(OOXO¶V 3UHVHQFH
ZRUGV³LWV IRUP KDVEHHQDOWHUHG DQGLW LVQRORQJHU H[SUHVVHG LQ WKHVDPH WHUPV ´ /RYHNLQ
H[SDQGVXSRQ(OOXO¶V FODLP E\GHVFULELQJ KRZ(OOXO¶V SUREOHP RIWKH HQGDQGWKHPHDQV ± RUWKH
³DEVHQFH RIILQDOLW\ ´ DVDFKDUDFWHULVWLF RI WKHWHFKQRORJLFDO V\VWHP LQ WKH FRQWHPSRUDU\ PLOLHX ±
KDVHPHUJHG DVDWKHRUHWLFDO FRQFHUQ RISKLORVRSKHUV WKURXJKRXW KLVWRU\ ± LQ SDUWLFXODU 3ODWR
WKHSDUDEOHRIWKH FDYHLQ FRQQHFWLRQ ZLWK WKH WKHRU\ RI)RUPV9LFR WKHLQWHOOLJLEOH XQLYHUVDO
DQG+HJHO WKHEDGLQILQLW\ :KLOH PDLQWDLQLQJ DJUHHPHQW ZLWK (OOXO WKDW WHFKQLTXH LV D
GLVFXUVLYH SKHQRPHQRQ WKDW LVHQWLUHO\ QHZLQ KLVWRU\ /RYHNLQ GUDZVXSRQ VLPLODULWLHV LQ
WKHRU\ WKDWPDQLIHVW GLIIHUHQWO\ DVDUKHWRULF DQGSKLORVRSK\ RIFRPPXQLFDWLRQ GHSHQGLQJ XSRQ
WKHKLVWRULFDO PRPHQW DQGLWV DWWHQGDQW FDOO IRUDSDUWLFXODU XQGHUVWDQGLQJ RI WKHSUD[LDO
LPSOLFDWLRQV RQHLV UHTXLUHG WRDVVXPH LQ OLJKW RIVXFK WKHRU\
/RYNHLQ UHFRJQL]HV WKDW(OOXO¶V UHGXFWLRQ WRDQ HQGOHVV SURJUHVVLRQ RI ³PHDQV ´
UHFRJQL]HG LQ WKLV SURMHFW DVDIRUP EHLQJ VLQJXODULW\ )%6WKDW KDVEHFRPH LQWHUQDOL]HG RU
³HPERGLHG ´ DFRQFHSWZKLFK LV SRVLWLRQHG DVDWKHVLV FHQWUDO WRFKDSWHU IRXU WDNHVSODFHEHFDXVH
WHFKQLTXH KDVEHFRPHERWK DXQLYHUVH DQGDODQJXDJH DUHDOLW\ DQGDIRUP RIPHGLDWLRQ ZKLFK

GRHVQRW DSSHDUWRFRQVFLRXVQHVV 8VLQJ DGHVFULSWLYH SKHQRPHQRORJ\ LQ OLQH ZLWK WKH
FKDUDFWHULVWLFV RIWKH)%6/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVVPDLQWDLQV WKDW
WHFKQLTXH FDQQRW EHPDGH DQREMHFWRIFRQVFLRXVQHVV ³EHFDXVH LW KDVEHFRPHFRQVFLRXVQHVV¶V
IRUP ´HPSKDVLV PLQH /RYHNLQ GUDZVDWWHQWLRQ WR(OOXO¶V FODLP WKDW WHFKQLTXH DVDIRUP
RIGLVHPERGLHG FRQVFLRXVQHVV FDQRQO\ EHVHHQDVVXFK ZKHQ FRQIURQWHG WKURXJK DQHPERGLHG
SRVLWLRQ DSRVLWLRQ ZKLFK IXUWKHU HPSKDVL]HV WKHQHHG IRUUHVWRUDWLRQ RIWKH VXEMHFW DVWKH ILUVW
RUGHURIOLEHUDWLRQ RI ³EHLQJ ´ IURP WKH)%6
/RYHNLQ 7HFKQLTXH 'LVFRXUVH DQG&RQVFLRXVQHVV JLYHV SDUWLFXODU DWWHQWLRQ WR(OOXO¶V
YLHZ RIFOLFKp RU³FOLFKHJpQLF ODQJXDJH ´ DVWKH ³HPERGLPHQW RIWHFKQLTXH´ DQRWLRQ
ZKLFK FDQEHYLHZHG LQ WHUPV RIWKH)%6FDUULHG WRLWV IXOOHVW OLQJXLVWLF H[SUHVVLRQ /RYHNLQ¶V
FRYHUDJH RI³FOLFKHJpQLF ODQJXDJH ´ GHVFULEHV KRZPDQ LVREOLJHG WROLPLW RUDEDQGRQ KLV RZQ
IRUPV RI V\PEROL]DWLRQ LQ RUGHUWREHFRPHDPHDQV RIUHSURGXFWLRQ IRU WHFKQLTXH ,QRUGHUWR
H[SORUH (OOXO¶V EDVLV IRUWKLV FODLP WKLV SURMHFWZLOO SURFHHGZLWK DQH[SOLFDWLRQ RI(OOXO¶V PLFUR
VWUXFWXUDO DQDO\VLV RIWKH WHFKQRORJLFDO SKHQRPHQRQ GLVFXVVHG DV&KDSWHUZKLFK GLVFORVHV WKH
SURFHVVE\ZKLFK ERWK WKHVXEMHFW DQGKLVKHU GLVFRXUVH DUHUHQGHUHG ³DQRQ\PRXV PHDQV ´ ZLWKLQ
WKH V\VWHP
7KH7HFKQRORJLFDO6\VWHP LQ&RQYHUVDWLRQZLWK 7KH3UHVHQFHRIWKH.LQJGRP
&KDSWHU VHHNVWRH[SORUH DQVZHUV WRDKHUPHQHXWLF SUREOHP EULHIO\ LGHQWLILHG HDUOLHU LQ
WKLV FKDSWHU ZKDW GRHV(OOXO¶V QRWLRQ RIWKH IRUP EHLQJ VLQJXODULW\ )%6DVWKHRUL]HG LQ 7KH
7HFKQRORJLFDO 6\VWHP KDYH LQ FRPPRQ ZLWK WKHSUREOHP RIWKHPHDQV DQGWKH HQGDWLVVXH LQ 7KH
3UHVHQFHRIWKH.LQJGRP")RXUPDMRUPHWDSKRUV JXLGH DQDO\VLV LQ WKLV FKDSWHU IRUP EHLQJ
FRQIRUPLW\ DQGPHDQV 7KLV SURMHFWWDNHVWKHSRVLWLRQ WKDW WKHSUREOHP RIWHFKQLFDO
FRPPXQLFDWLRQ DVJURXQGHG LQ WKHSUREOHP RIDQDUUHVWLQJ RUILUVWRULHQWLQJ IRUP LVLPSOLFLWO\

DGGUHVVHGLQ 3UHVHQFHEXWPDGHH[SOLFLW LQ 7KH7HFKQRORJLFDO6\VWHPWKURXJK DEULHI EXW
SRLQWHG VKLIW LQWR WKH IRUP RIODQJXDJH DVVRFLDWHG ZLWK WHFKQLFDO FRQVFLRXVQHVV ,QWKH ODWWHU WH[W
WKHSUREOHP LV IUDPHG ZLWKLQ DJUDPPDWLFDO RQWRORJLFDO SHUVSHFWLYH +HUH(OOXO GHILQHV WKH
WHFKQRORJLFDO PLOLHX DVGULYHQ QRW E\WHFKQLFDO REMHFWLYHV GHWHUPLQHG E\DVXEMHFWLYH KXPDQ
DJHQF\ FKDUDFWHUL]HG E\IUHHGRP DQGFKRLFH EXWE\DQDUWLILFLDO FRQVFLRXVQHVV WHFKQLTXH DQG
GLVFRXUVH WHFKQRORJ\ WKDW DVERWKDXQLYHUVH DQG DODQJXDJH FRQVWLWXWH DQHQWLUHO\ QHZDQG
WRWDOL]LQJ SKHQRPHQRQ LQ KLVWRU\ 7KLV SKHQRPHQRQ LV JURXQGHG LQ (OOXO¶V QRWLRQ RI WHFKQRORJ\
DVFRQVWLWXWLYH RIDIRUP RIEHLQJ WKDW VXEMXJDWHV DQGSUHYHQWV WKHKXPDQ H[SHULHQFH RIDOO RWKHU
PRGHVRIEHLQJ 
,Q7KH7HFKQRORJLFDO 6\VWHP(OOXO WDNHVWKHSRVLWLRQ WKDW DFRQFUHWH VXEMHFW ³FRQIRUPV ´
E\DOORZLQJ KLPKHUVHOI WREH³WUDQVIRUPHG ´ LQWR D³PHDQV ´ ± GHILQHG E\WKH DEVHQFHRI DVXEMHFW
DQGREMHFWLQ UHODWLRQ H[SUHVVLQJ WKH VLQJXODU YDOXH RIWHFKQLTXH LH XVH ± ZLWKLQ WKH V\VWHP 
+RZHYHU WKLV VRFLROLQJXLVWLF FRQVWUXFW ZDVILUVW GHVFULEHG IURP DWKHRORJLFDO SHUVSHFWLYH LQ WKH
FRUUHVSRQGLQJ WH[W XQGHU GLVFXVVLRQ LQ WKLV FKDSWHU7KH3UHVHQFHRIWKH.LQJGRP,Q3UHVHQFH
(OOXO GLUHFWO\ FRQIURQWV WKHSUREOHP RI WHFKQLFDO IRUP LQ WHUPV RI³FRQIRUPLW\ ´ WRDPDQPDGH
V\VWHP WKDW KDV WUDQVFHQGHG LWV QDWXUDO OLPLWV WKURXJK VRFLDO UHSURGXFWLRQ RI DQDEVWUDFW
GLVFXUVLYH FRQVWUXFW WKDW KDVEHFRPHDGRPLQDQW IRUP RI FRPPRQ VHQVHE\ZD\RIPDVV
FLUFXODWLRQ +HUH WKHSUREOHP RI WKHHQGDQG WKHPHDQV LV GHILQHG LQ WHUPV RI³DFWLRQ IRU
DFWLRQ¶V VDNH ´,Q3UHVHQFH(OOXO PDLQWDLQV WKDW KXPDQ DELOLW\ WR UHJDLQ IUHHGRP IURP WKLV
HQVHPEOH RIPHDQV UHOLHV XSRQ DGLVWLQFWO\ &KULVWLDQ UKHWRULF WKDW LVDORQH FDSDEOHRIUHFRYHULQJ
 7KHQRWLRQRIWKHILUVWRULHQWLQJIRUP DVLQIRUPLQJ DSDUWLFXODU JUDPPDU± VHHQDVDQXQFRQVFLRXVO\VKDUHG





QRWDFWHG´ %XUNH .HQQHWK$*UDPPDU RI0RWLYHV%HUNHOH\ DQG/RV$QJHOHV8QLY RI0LFKLJDQ3UHVV


WKH WHQVLRQ EHWZHHQEHLQJ DQGGRLQJ (OOXO¶V WKHRORJLFDO SHUVSHFWLYH LQ 3UHVHQFH SURYLGHV WKH
JURXQG IRU DSKLORVRSK\ RI UDGLFDO VXEMHFWLYLW\ UHIOHFWHG LQKLV DVVHUWLRQ WKDW KXPDQ DFWLYLW\
GRHVQRW KDYH WREHD³PHDQV ´ IRUDQ\WKLQJ EHFDXVH ³LQ >WKH@ UHDOLW\ >FRPPXQLFDWHG WKURXJK
'LYLQH 7UXWK@ LW LV RQO\ DQDFWLYLW\ :KDW DFWXDOO\ PDWWHUV LVWREHDQGQRW WRDFW ´ 
,Q 3UHVHQFH(OOXO WDNHVWKHSRVLWLRQ WKDW WKHSUREOHP RIPHDQV DQGHQGV UHTXLUHV DFKDQJH LQ
WKH ³IRUP ´ RIRXU FLYLOL]DWLRQ WKDW FDQRQO\ EHHIIHFWHG E\LQGLYLGXDOV WKLQNLQJ DQG DFWLQJ DV
LQGLYLGXDOV )RU(OOXO WKLV IRUP RIHWKLFDO IUHHGRP LV IRXQGHG LQ WKHIDLWKEDVHG UHDOL]DWLRQ RI
WKHSKHQRPHQRORJLFDO GLVWDQFH EHWZHHQ EHLQJ DQG%HLQJ DUHDOL]DWLRQ ZKLFK DOORZV KLP KHU WR
HQDFW DQ³DWWLWXGH ´ JURXQGHG LQ ³DZDUHQHVV ´ ZKLFK LQIRUPV D³VW\OH RI OLIH ´ WKDW(OOXO FRQVLGHUV D
³UHYROXWLRQDU\ DFW ´
)RU(OOXO WKH ³GLVWLQFWO\ &KULVWLDQ UHYROXWLRQDU\ DFW ´FDQQRW EHUHGXFHG WRDPHWKRG EXW
PXVW EHHQDFWHG FRQWLQXDOO\ DVDOLYLQJ VLJQ LQ UHVSRQVH WRWKHWHPSRUDO G\QDPLFV RI WLPH DQG
VSDFH7KLV IUDPHZRUN JURXQGV (OOXO¶V FRPPXQLFDWLRQ HWKLFV ZLWKLQ DUDGLFDO VXEMHFWLYLW\ DQ
HYHQW RQWRORJ\ DSKHQRPHQRORJLFDO DZDUHQHVV DQGDGLVWLQFWO\ &KULVWRFHQWULF SKLORVRSK\ RI
FRPPXQLFDWLRQ (OOXO¶V FRPPXQLFDWLRQ HWKLF DQG&KULVWRFHQWULF SKLORVRSK\ RIFRPPXQLFDWLRQ
UHTXLUHV KLP WRUHMHFWWKH FORVXUH RI UHOLJLRXV LGHRORJLFDO FRQIRUPLW\ LQ IDYRU RIWKHSURWHFWLRQ
DQGSURPRWLRQ RIRSHQGLVFXUVLYH VSDFHVZKHUH WKH7UXWK RI WKH:RUGPLJKW EHKHDUG DVDQ
XQIROGLQJ RUDUHYHDOLQJ LQ OLYHG H[SHULHQFH )RU(OOXO WKH VSDFHZKLFK JLYHV RSSRUWXQLWLHV IRU
³KHDULQJ ´ WRRFFXULV FORVHGZKHQGLVWDQFH DQGGLIIHUHQFH EHWZHHQ LQWHUORFXWRUV LV H[WLQJXLVKHG
E\WKH)%66LQFH (OOXO YLHZV WKHZRUGDVLQKHUHQWO\ GLDOHFWLF DQGPDLQWDLQV WKDW WKHUH LV QR
 'DYLG*LOO 7KH:RUGRI*RGLQWKH(WKLFVRI-DFTXH(OOXOFUHGLWV.LHUNHJDDUG DVWKHIRUPDWLYH LQVSLUDWLRQIRU
(OOXO¶V QRWLRQRI³UDGLFDOVXEMHFWLYLW\´  FLWLQJ(OOXO¶V  DUWLFOH ³%HWZHHQ&KDRVDQG3DUDO\VLV´S
 DVFRQILUPDWLRQ RIWKLVDVVRFLDWLRQ






³QHFHVVDU\ ´ GLDOHFWLF \HWFRQVLGHUV GLDOHFWLF DVDQHFHVVDU\ FRQGLWLRQ IRU OLIH DV³VRFLHW\´ KLV
WKHRU\ RIODQJXDJH KDVLPSOLFDWLRQV IRU WKH FRPPXQLFDWLRQ HWKLFV SHUVSHFWLYH LQ WHFKQRORJLFDO
VRFLHWLHV GULYHQ E\WHFKQLFDO LPSHUDWLYHV )RU(OOXO WKHHWKLFDO FRQVHTXHQFHV RIXQUHVWUDLQHG
WHFKQLFDO GLVFRXUVH SRLQW WRZDUG DXQLIRUP FRQVFLRXVQHVV ZKHUHLQ QRFXOWXUH RUSKLORVRSK\ DV
SURGXFWV RIDXWKHQWLFDOO\KXPDQ IRUPV RI V\PEROL]DWLRQ DUHSRVVLEOH
(OOXO¶V'HQLDORID7HFKQLFDO 3KLORVRSK\ RU&XOWXUH
&KDSWHU DGGUHVVHVWKHPRVW UDGLFDO LPSOLFDWLRQ RI(OOXO¶V HWKLFDO WKHRU\ WKH DEVHQFHRI
DXWKHQWLF IRUPV RIFXOWXUH DVUHSRVLWRULHV RIVRFLDO NQRZOHGJH WKDW JURXQG FRPPXQLWLHV DVWKH\
H[SHULHQFH HYROXWLRQ (OOXO LVZLGHO\ UHFRJQL]HG DVDSKLORVRSKHU RI WHFKQRORJ\ HYHQ WKRXJK
(OOXO FODLPV QRWWREHGRLQJ SKLORVRSK\ DQGIXUWKHUPRUH GHQLHV WKH H[LVWHQFH RIDWHFKQLFDO
SKLORVRSK\ RUFXOWXUH 7KUHHPDMRU LGHDVLQ (OOXO DUHGLVFXVVHG LQ WKLV FKDSWHU LQ RUGHUWR
SURYLGH WKHRUHWLFDO IRXQGDWLRQV IRU(OOXO¶V DVVHUWLRQ WKDW DWHFKQLFDO SKLORVRSK\ RUFXOWXUH GRHV
QRWH[LVW WKH DEVHQFHRI GLDOHFWLF SRVVLELOLW\ WKHUHDOLW\ RIGLDOHFWLF QRQQHFHVVLW\ DQGWHFKQLTXH
DVWKH UHDOLW\ DVVHUWHGXSRQ FRQVFLRXVQHVV LQ WKHDEVHQFHRIDXWKHQWLFDOO\ KXPDQ V\PEROLF IRUPV 
(OOXO 7KH3ROLWLFDO ,OOXVLRQ YLHZV GLDOHFWLF WHQVLRQ DQGWKHGLDORJXH LW SURYRNHV DVWKH ³SRLQW RI
GHSDUWXUH ´ IRUWKH FUHDWLRQ DQGPDLQWHQDQFH RI KXPDQ LQVWLWXWLRQV DQG WKHVRFLHWLHV XSRQZKLFK
WKH\ DUHEXLOW 8SRQ WKHVH WHUPV(OOXO SUHVHQWV DYLHZ RIOLIH WKDW LVHVVHQWLDOO\ VRFLDO ± D
OLIHZLWK RWKHUV± WKDW FDQRQO\ EHFRQVWLWXWLYH RIDQGFRQVWLWXWHG E\WKHVXEMHFW DQGREMHFWKHOG LQ
UHODWLRQZLWKLQ WKHVSDFHRIGLDOHFWLF WHQVLRQ )LUVW DXQLWDU\ VRFLHW\ VXFK DVWKDW UHIOHFWLYH RI
WKHPDVV FRQVFLRXVQHVV WKDW UHVXOWV WKURXJK FRRSWDWLRQ RIVXEMHFWV DQGREMHFWVLQWR WKH)%6DQG
LWV FKDUDFWHULVWLF DXWRPDWLF UHSURGXFWLRQ RI WKLV XQLGLPHQVLRQDO VWUXFWXUH FDQQRW SURGXFHZKDW




WHFKQRORJLFDO VRFLHW\¶V ZRUVKLS RIIDFWV WHFKQLTXH WHFKQRORJ\¶V UHSURGXFWLYH PHFKDQLVP
LH WKH)%6LV VWUXFWXUHG WRFLUFXODWH LQIRUPDWLRQ LQ WHUPVRIWKH FORVHG V\VWHP LWPLUURUV WKLV
VWUXFWXUH FDQQRW RSHQWKHPLQG WRZLVGRP RUWUXWK WKH WUDGLWLRQDO DLP RI SKLORVRSK\ 6HFRQG
DSSOLFDWLRQ RILQIRUPDWLRQ IRU WKHJUHDWHU JRRGRIDQDQRQ\PRXV VRFLDO ERG\UHIOHFWV DORJLF RI
HIILFLHQF\ DQGWKH VLQJXODU YDOXH RIXVH WKDW LVFKDUDFWHULVWLF RIWHFKQLTXH 
)RU(OOXO FXOWXUH DQGSKLORVRSK\ WKXV FDQQRW EHUHGXFHGWRDSXUHO\ REMHFWLYH UDWLRQDO
FRQVWUXFW GULYHQ H[FOXVLYHO\ E\XVHYDOXH IRU WKHSXUSRVHRI HIILFLHQW UHDVRQLQJ DQGDFWLRQ 7KH
LQDELOLW\ RI WHFKQLFDO ODQJXDJH WRIRUP DQHJDWLYH LOOXVWUDWHG E\/RYHNLQ¶V GLVFXVVLRQ RI
FOLFKpJHQLF ODQJXDJH DVWKH ³HPERGLPHQW RIWHFKQLTXH ´ GHPRQVWUDWHV (OOXO¶V VRFLRORJLFDO
DUJXPHQW WKDW WKH WHFKQRORJLFDO PLOLHX LV QRW DKLVWRULFDO SKHQRPHQRQ FKDUDFWHUL]HG E\KXPDQ
IUHHGRP DQGFKRLFH 5DWKHU DV(OOXO PDNHV FOHDU LQ 7KH 7HFKQRORJLFDO6RFLHW\ 
7KH7HFKQRORJLFDO 6\VWHP DQG7KH7HFKQRORJLFDO%OXIIWKH
WHFKQRORJLFDO PLOLHX LV FKDUDFWHUL]HG E\DWUDQVIRUPDWLRQ RI FRQVFLRXVQHVV E\DQH[WHUQDO UHDOLW\
WKDW KDVEHFRPH LQWHUQDOE\WKHVXSSUHVVLRQ DQGHOLPLQDWLRQ RISKHQRPHQRORJLFDO GLVWDQFH 
0DQ DVWKH)%6LVQRW LQ WKH VHUYLFH RI KXPDQLW\ EXWUDWKHU KDVEHHQUHGXFHG WRDPHDQV LQ
VHUYLFH RI DQGZLWKLQ DQDUWLILFLDO V\PERO V\VWHP WKDW GHQLHV PDQ TXD PDQ 7KLV QRWLRQ LPSOLHV
WKDWPDQ LVQRW IUHH WRSXUVXH HWKLFDO UHDVRQLQJ EHFDXVHDQ\SURVSHFWLYH µFKRLFH¶ LVH[FOXGHG LQ
DGYDQFHE\DSXUHO\ WHFKQLFDO PRUDOLW\ WKDW DWWHQGV WRREMHFWLYH UXOHV LQ LVRODWLRQ IURP WKHVXEMHFW
DQGWKH VLWXDWLRQ ERXQGHGE\DSDUWLFXODU RFFXUUHQFH LQ WLPH 7DNHQ LQ WKH OLJKW RIWKLV
 ,Q7KH3UHVHQFHRIWKH.LQJGRP(OOXO  HPSKDVL]HVWKHXQLTXHQHVVRIWKHWHFKQRORJLFDOSKHQRPHQRQLQ
KLVWRU\E\PDLQWDLQLQJ WKDW³WKHPRVWSRZHUIXOPRWLYHZKLFKSUHYHQWVXVIURPTXHVWLRQLQJWKHHOHPHQWVRIWKLV
FLYLOL]DWLRQ LVRXUUHVSHFWIRU IDFWV,WLVZHOO NQRZQWKDWLQRWKHUFLYLOL]DWLRQV PHQGLGQRWUHVSHFWIDFWVWRWKH
VDPHH[WHQWQRUGLGWKH\FRQFHLYHIDFWVLQWKHVDPHZD\$WWKHSUHVHQWWLPH WKHIDFWLVWKHILQDO UHDVRQWKH
FULWHULRQ RIWUXWK$OO WKDWLVDIDFWLVMXVWLILHGEHFDXVHLW LV DIDFW>WKHXQTXHVWLRQDEOHEHLQJRIDFWLRQLH WKH)%6¶V






SKLORVRSKLFDO FRQVWUXFW (OOXO YLHZV WKH LQGLYLGXDO¶V LQDELOLW\ WRNQRZDQGVHUYH*RGLQ WKHIDFH
RIDSXUHO\ IRUPDO PDWHULDO UHDOLW\ DVWKHPRVW VHULRXV WKHRORJLFDO DQGHWKLFDO SUREOHP RIWKH
FXUUHQW DJH
(OOXO¶V SURMHFWDLPV WRUDLVH UHIOHFWLRQ XSRQ WKHTXHVWLRQ RI KRZKXPDQLW\ FRPHVWR
VXEPLW WRDXQLYHUVDO RUGHURIDFWLRQ GLVFRQQHFWHG IURP DQ\ VXEMHFWLYH KXPDQ RULJLQ PXFK OHVV
'LYLQH RULJLQ +RZLW LV SRVVLEOH IRU WKH&KULVWLDQ WREH WKH VLJQ RI*RG¶VSUHVHQFH LQ DXQLYHUVH
WKDW DWWHQGV WRQRFRQFUHWH IRUP RI%HLQJ EHLQJ" 7KH DQVZHU IRU(OOXO OLHV LQ XQGHUVWDQGLQJ
*RG¶VSULYLOHJHG IRUP RIFRPPXQLFDWLRQ ± WKHZRUG± DVDJLYHQ IRUP RIPHGLDWLRQ LQ
RSSRVLWLRQ WRWKHPDGHODQJXDJH RIWHFKQLTXH 7KLV GLVWLQFWLRQ FDQEHDQDO\]HG RQWKHOHYHO RI
VWUXFWXUH LQ RUGHUWRIXOO\ FRPSUHKHQG WKH FRQWUDVW LQ HIIHFW EXW(OOXO YLHZV VXFK DQ DQDO\VLV DV
JURXQGHG LQ WKHVDPH UDWLRQDO SURFHVVKLV WKHRFHQWULF SKLORVRSK\ RI FRPPXQLFDWLRQ JXDUGV
DJDLQVW 7KHUHIRUH (OOXO LVIDFHGZLWK DGLOHPPD :KLOH KLV FRQFHSW RIHWKLFV LVJURXQGHG LQ D
UDGLFDOO\ VXEMHFWLYH &KULVWLDQ GXW\ WRDVVHUWWKH ³QR ´ RIGLDOHFWLF UHDOLW\ DVDQLQWHUUXSWLRQ WRWKH
XQUHIOHFWLYH SURJUHVVLRQ RIWKH ³\HV ´ RIPRQRORJLF UHDVRQLQJ KHPXVW IUDPH WKLV ³QR ´ LQ D
PDQQHU WKDW FOHDUO\ FRPPXQLFDWHV KLV KHVLWDWLRQ WRLGHDWH LW +HLV IDFHGZLWK WKHSDUDGR[RI
DGYDQFLQJ HWKLFV E\PDNLQJ DPRYH DJDLQVW HWKLFV DSRVLWLRQ ZKLFK UHTXLUHV KLV DUJXPHQW WR
SURFHHGDVDGLDOHFWLF RI VWDWHPHQW DQGFRXQWHUVWDWHPHQW (OOXO LV LQWHUHVWHG RQO\ LQ RSHQLQJ D
VSDFHZKHUH7UXWK WUXWK FDQEHKHDUG LQZKDWHYHU IRUP DOORZV LW WREHFRPHSUHVHQWLQ WKH
PRPHQW JLYHQ DQGQRW LQ SURYLGLQJ JURXQG IRUDIDOVH IRUP RIWUXWK WKDW FRPHV LQWR LQDXWKHQWLF
H[LVWHQFH WKURXJK REMHFWLYH UHLILFDWLRQ 7KLV SURMHFW DLPV WRHQODUJH XQGHUVWDQGLQJ RI(OOXO¶V
GLOHPPD RIWKH HWKLFDO &KULVWLDQ FRPPXQLFDWRU E\EULQJLQJ DWWHQWLRQ WRWKH IRUPDO VWUXFWXUDO
UHDOLWLHV WKDW JLYH ZHLJKW WR(OOXO¶V FULWLTXH RIWHFKQRORJLFDO VRFLHW\ ,WHQJDJHV WKHTXHVWLRQ RI
ZK\ (OOXO FDQQRW DGGUHVVWKHVH UHDOLWLHV IURP DVRFLRORJLFDO SRVLWLRQ DQGGUDZVDWWHQWLRQ WRWKH

WKHRFHQWULF IRUP RI EHLQJ LQ FRPPXQLFDWLRQ KHSURWHFWV DQGSURPRWHV E\SODFLQJ WKHSUREOHP RI
LQWHOOHFWXDO PHDQV EHIRUH WKHTXHVWLRQ RILWV VHUYLFH WR'LYLQH HQGV,WH[SOLFDWHV WKHLPSRUWDQFH
RIZKDW KDVEHFRPHZLGHO\ UHFRJQL]HG DV(OOXO¶V ³GLDOHFWLF PHWKRG ´ RIVRFLDO DQDO\VLV IURP WKH
VWDQGSRLQW RIUKHWRULFDO LQWHUUXSWLRQ SRLQWLQJ WRWKHDEVHQFHRISKHQRPHQRORJLFDO GLVWDQFH DVWKH




7KHQRWLRQ RI(OOXO DVDQ³LFRQRFODVW ´ LQ WKH ILHOG RI FRPPXQLFDWLRQ ZDVILUVW RIIHUHG LQ
&DOYLQ /7URXS¶V ³,QFOXGH WKH,FRQRFODVW ´ FKDUDFWHUL]DWLRQ RI(OOXO DVDFULWLF RI SRVWPRGHUQ
WKHRULHV RIODQJXDJH 7URXS DOVR HPSOR\V WKH WHUP³LFRQRFODVW ´ DVDPHWDSKRU WRJURXQG KLV
DUJXPHQW IRU WKH LQFOXVLRQ RI(OOXO¶V 7KH+XPLOLDWLRQRIWKH:RUG LQWR WKH FDQRQRI
FRQWHPSRUDU\ UKHWRULFDO WKHRU\ RQWKHEDVLV RI(OOXO¶V WKHRUHWLFDO DVVHUWLRQ WKDW WKH VSRNHQZRUG
LV WKHD SULRUL IRUP RIKXPDQ ODQJXDJH DSRVLWLRQ ZKLFK FKDOOHQJHV VWUXFWXUDOLVW DQGSRVW
VWUXFWXUDOLVW WKHRULHV WKDW YLHZ WKHQRQVSHFLILF DQGH[LVWHQWLDOO\ GHWDFKHGQRWLRQ RI ³WH[W ´ DVWKH
SDUDGLJP :KLOH XVLQJ 7URXS DVDSRLQW RIGHSDUWXUH WKLV SURMHFWIUDPHV (OOXO¶V LFRQRFODVP
ZLWKLQ DQHWKLF RIUHIXVDO DLPLQJ WRUHHVWDEOLVK DGLDOHFWLF IRUP RI DZDUHQHVV WKDW UHLQVWDWHV
WKH VXEMHFW DQGWKHSUHVHQFHRIEHLQJ VHUYHV DVWKHRULJLQ IRU DQH[LVWHQWLDO SKLORVRSK\ RI
FRPPXQLFDWLRQ DQGVKLIWV WKHORFXV RIXQFRQVFLRXV FRPPLWPHQW WKDW OHDGV WRSDUWLFLSDWLRQ LQ
XQUHIOHFWLYH WHFKQLFDO VHOIDXJPHQWDWLRQ E\RSHQLQJ DVWUXFWXUDO FRPPXQLFDWLYH LQTXLU\ LQWR WKH
GLVWLQFWLRQ EHWZHHQ UHVSRQVH DQGUHDFWLRQ 
%URDGO\ FRQVLGHUHG DWWKH LQWHUVHFWLRQ RI(OOXO¶V WKHRORJLFDO DQGVRFLRORJLFDO
SHUVSHFWLYHV 7URXS ³,QFOXGH WKH,FRQRFODVW ´ UHFRJQL]HV (OOXO¶V ³LFRQRFODVP ´ DVDYLHZ WRZDUG
GHVDFUDOL]DWLRQ RIDQ\PDQPDGH V\VWHP RI EHOLHI WKDWPLPLFV WKHRUGHURIWKHKRO\ ,Q
DFNQRZOHGJHPHQW RI WKHWKHRORJLFDO EDFNJURXQG WKDW LQIRUPV (OOXO¶V VRFLRORJLFDO WKHRU\ 7URXS
JURXQGV KLV GLVFXVVLRQ RI(OOXO¶V ³LFRQRFODVWLF ´ SHUVSHFWLYH LQ DQH[DPLQDWLRQ RI(OOXO¶V
RSSRVLWLRQ EHWZHHQ LUUDWLRQDO DQGUDWLRQDO IRUPV RIFRQVFLRXVQHVV LH IDLWK YVEHOLHI DQG
IUHHGRP YV FRQIRUPLW\ 7URXSZRUNVWRH[SOLFDWH (OOXO¶V LPSOLFLW DVVXPSWLRQ WKDW DV
WKH ORFXVRI WKHVDFUHGLQ WKHFRQWHPSRUDU\ PLOLHX WHFKQLTXH WHFKQRORJ\ RSHUDWHVDVDPHWD

UKHWRULF RULGHRORJLFDO VXSHUV\VWHP XQLI\LQJ DQHYHUH[SDQGLQJ DXWRQRPRXV DQGVHOI
DXJPHQWLQJ QHWZRUNRIVXEV\VWHPV +HSRLQWV WR(OOXO¶V SUREOHP RIWKH ORVVRI KXPDQ HQGV WR
PHDQV DVFRQQHFWHG ZLWK WKHLGHRORJLFDO VXEVXPDWLRQ RI&KULVWLDQ IDLWK LWVHOI E\WHFKQLFDO
LPSHUDWLYHV ,Q(OOXO¶V ZRUGV&KULVWLDQLW\ DOWKRXJK QRW DQLGHRORJ\ LV FDSDEOHRIEHFRPLQJ
LGHRORJLFDO ZKHQHYHU LW EHFRPHD³PHDQV ´ IRUPRUDO FDWHJRUL]DWLRQ D³SULQFLSOH ´ IRU SULYDWH
³FRQGXFW ´ DQGSXEOLF ³GLUHFWLRQ ´ ³D&KULVWLDQ SROLWLFDO FRQVWUXFW ´ RUD³V\VWHP ´ LH DUKHWRULF
RIWKH DQRQ\PRXV PDVV IRU VRFLDO RUJDQL]DWLRQ DQGPRUDOLVWLF WHDFKLQJ -HVXVDQG0DU[ 
(OOXO FODULILHV WKLV SRVLWLRQ E\PDLQWDLQLQJ WKDW
³(DFK RIWKHVH HUURUV LQYROYHV DGHJHQHUDWLRQ RIWKHRORJLFDO GRFWULQH LQWR
VLPSOLILFDWLRQ RIIDLWK LQWR EHOLHIV DQGIHHOLQJV DQGRIWKHSUDFWLFH RIIUHHGRP
LQWR PHUH UHOLJLRQ 7KHEOHQGLQJ RIWKHVH WKUHH HUURUVSURGXFHV DQLGHRORJ\ 7KLV
LV DYHU\ VHULRXV PDWWHU &KULVWLDQLW\ ZDVRULJLQDOO\ DQDQWLLGHRORJ\ 7KHYHU\
FRQFHSW RIUHYHODWLRQ RSSRVHVLGHRORJ\ DQG&KULVWLDQLW\ DQ ³LVP ´ >LQ )UHQFK@ ±
EXWLW VKRXOG QRW EH ´-HVXVDQG0DU[ LQ 7URXS
+HUH(OOXO SRLQWV WRZDUG VHYHUDO NH\LGHDV WKDW DUHHODERUDWHG IXUWKHU LQ WKLV SURMHFWZLWK UHJDUG
WRWKHGLVWLQFWLRQ EHWZHHQ DXWKHQWLF FRPPXQLFDWLRQ DQGWHFKQLFDO FRPPXQLFDWLRQ DUHGXFWLRQ RU
VLPSOLILFDWLRQ LQ WKRXJKW DFFRPSDQLHG E\WKHIXVLRQ RI WHFKQLFDO HWKRV ZLWK KXPDQ SDWKRV7KLV
UHGXFWLRQ WRDPDWKHPDWLFDO V\PERO V\VWHP DORJRVZKLFK DLPV WRZDUGIRUPDWLRQ RIDXQLILHG
WHFKQLFDO HWKRV DQGSDWKRV LQ RUGHUWRSURGXFH FORVXUH RIDFWLRQ LV WKHNH\ WRWKH VDFUDOL]DWLRQ RI
WHFKQLTXH LH FRQIRUPLW\ RIDOO IRUPV RI³EHLQJ ´ WRWKH V\VWHP 
(OOXO FRQIURQWV WHFKQLTXH DVDVDFUDOL]LQJ SKHQRPHQRQ WKDW OHDGV WRWKHIRUPDWLRQ RI
LGHRORJLFDO OLQJXLVWLF VWUXFWXUH ± FKDUDFWHUL]HG E\WKH DQRQ\PRXV FRQWH[WIUHH XQLILFDWLRQ RID
VLQJXODU IRUP RIORJRVSDWKRV DQGHWKRV ± DVD³PHDQV ´ WRLQYRNH FRUSRUDWHDFWLRQ E\

HOLPLQDWLQJ LQGLYLGXDO UHIOHFWLRQ 7KLV PRYH UHSODFHV DQLQGLYLGXDO HWKLF JURXQGHG LQ IDLWK ZLWK
DFRUSRUDWHPRUDOLW\ VWUXFWXUHG LQ DQGDURXQG EHOLHI LQ WKHPDQPDGH UDWKHU WKDQ WKH*RGJLYHQ 
,QDVVHUWLRQ RI WKHSURWHFWLRQ DQGSURPRWLRQ RIWKHJLYHQ RYHU WKHPDGH DVWKH VHDWRIHWKLFDO
YDOXH (OOXO PDLQWDLQV WKDW ³>L@FRQRFODVP DLPV DWHYHU\WKLQJ LGHRORJLFDO WKDW WHQGV WRWDNHWKH
SODFHRIWKH UHYHDOHG *RG -HVXVDQG0DU[ )RU(OOXO *RG¶V UHYHODWLRQ WDNHVSODFH
H[FOXVLYHO\ LQ DQGWKURXJK WKH:RUGZRUG 7KURXJK WKHOHQV RI(OOXO¶V &KULVWRFHQWULF HWKLF
DQGSKLORVRSK\ RI FRPPXQLFDWLRQ WKH:RUGZRUGDORQH HPERGLHV WKHGLDOHFWLF VRXUFHRI
IUHHGRP DQGUHQHZDO WKDW RSHQVKXPDQ FRQVFLRXVQHVV WRFUHDWLYH SRVVLELOLW\ 
(OOXO¶V$VVHUWLRQRIWKH6XEMHFW DQG5HMHFWLRQRI6WUXFWXUDOLVW 3KLORVRSKLHV
,Q³,QFOXGH WKH ,FRQRFODVW´ KHUHDIWHU UHIHUUHG WRDV³,FRQRFODVW ´ 7URXSEULQJV WRWKH
IRUH(OOXO¶V GHGLFDWLRQ WRWKHSULPDF\ RIWKHVSRNHQZRUGDQGDVVHUWLRQ RIDFRQFUHWH VXEMHFW D
SRVLWLRQ WKDW LQIRUPV (OOXO¶V WKHRUHWLFDO FRPPLWPHQW WRWKH GLYLVLRQ EHWZHHQ WH[W DQG ODQJXDJH D
FRPPLWPHQW ZKLFK OHDGVKLP WRUHMHFW VWUXFWXUDOLVP DQGSRVWVWUXFWXUDOLVP DV³HUURUV ´ RIWKRXJKW
9LD LQWHJUDWLRQ RIWKH VRFLRORJLFDO DQG WKHRORJLFDO SHUVSHFWLYHV RIIHUHG LQ+XPLOLDWLRQRI
WKH:RUG7URXS ³,FRQRFODVW´ DGYDQFHV (OOXO¶V FODLP WKDW VWUXFWXUDOLVW WKHRULHV RIODQJXDJH DUH
QRW³LQWHOOHFWXDO QRYHOWLHV´ EXWUDWKHU H[WHQVLRQV RI ODWHFKQLTXH RUWHFKQLFDO FRQVFLRXVQHVV 
7URXS ³,FRQRFODVW´ UHOLHV XSRQ(OOXO¶V FRQWHQWLRQ WKDW KLV SRVWVWUXFWXUDOLVW FRQWHPSRUDULHV DUH
QRW³UHYROXWLRQDU\ ´ EXWUDWKHU ³LQ LGHRORJLFDO ORFNVWHSZLWK WKHIRUFHVRI WHFKQRORJLFDO VRFLHW\ ´
DQGWKDW ³SRVWVWUXFWXUDOLVW WKHRULHV RI ODQJXDJH DUHQRWDQWLPRGHUQ EXWK\SHUPRGHUQ ´ EXW
UDWKHU ³GHPRQVWUDWH WHFKQLTXH ± DFKLOG RI PRGHUQLVP ± DWZRUN ´ 7RLOOXVWUDWH WKLV FODLP
7URXS ³,FRQRFODVW´ RIIHUV DQDQDO\VLV RI(OOXO¶V YLHZ RIWHFKQLFDO GLVFRXUVH DVDIRUP RIEHOLHI





WKHUHIRUH DQDO\]DEOH VXEVWDQFH WKDWPXVW XQGHUJR UHGXFWLRQ WRWKHYLVXDO UHDOP LQ RUGHUWREH
REMHFWLILHG 7KLV LV WKHPRYHPHQW E\ZKLFK WKHVSRNHQZRUGJURXQGHG LQ WKHHSKHPHUDO
PRPHQW RI DSDUWLFXODU VSDFHDQGWLPH EHFRPHV VXEMXJDWHG E\WKHIL[HG YLVXDO DQGSHUPDQHQW
FKDUDFWHU RIWKH WH[W 
7URXS ³,FRQRFODVW´ GUDZVDWWHQWLRQ WRDQ LPSRUWDQW FRQVLGHUDWLRQ WKDW RSHQVWRD
JUHDWHU XQGHUVWDQGLQJ RI(OOXO¶V WKHRU\ RIWKH ³PXWDWLRQ RIKXPDQ UHDVRQLQJ´ FKDUDFWHULVWLF RI
WHFKQLFDO FRQVFLRXVQHVV ,QREHGLHQFH WRWHFKQLFDO FRQVFLRXVQHVV WKHZRUGPXVW EHFRPHWH[W LQ
RUGHUWRUHIOHFW WHFKQLTXH¶V LPDJH DQGQDWXUH ,QRWKHUZRUGVLWPXVW EHFRPHYLVXDO
UDWLRQDO DQGHIILFLHQW VRDVWREHUHGXFHG WRWHFKQLTXH¶V VLQJXODU YDOXH RIXVHLH D³IRUP ´
ZKLFK SUHFOXGHV DOO RWKHUPRGHVRI³EHLQJ ´ IURP DSSHDULQJ WRFRQVFLRXVQHVV (OOXO PDLQWDLQV
WKDW XQGHU WKH VWUHVV RIWKLV ³IRUP ´ ODQJXDJH LV FRPSHOOHG WREHFRPH³DQRQ\PRXV GLVFRXUVH ´ ±
WKH DQRQ\PRXV SURGXFW RI WKHDQRQ\PRXV SHUVRQ LQ FRQIRUPLW\ ZLWK WKHLPDJH RI WKH
DQRQ\PRXV PDVV DQDEVWUDFWPHWDH[SUHVVLRQ RIUHDOLW\ FRQVWLWXWHG LQDQGWKURXJK WKLV
DQRQ\PRXV IRUP RIGLVFRXUVH 7KH1HZ'HPRQV FI7KH7HFKQRORJLFDO6\VWHP 7URXS
³,FRQRFODVW´ HPSKDVL]HV (OOXO¶V XVHRI WKHWHUP ³DQRQ\PRXV GLVFRXUVH ´ WRGHVFULEH WKH
VWUXFWXUDOLVW SKLORVRSKLHV RIODQJXDJH UHIOHFWHG LQ/DFDQ)RXFDXOW DQG'HUULGD DOO RIZKLFK
GHQ\ H[LVWHQFH RIWKH VXEMHFW DQGE\H[WHQVLRQ WKH UHDOLW\ RIVXEMHFWLYH FRQWHQW 7KH
VHSDUDWLRQ RIWH[W IURP WKH VSHDNHUSHUPLWV WKHYLHZ WKDW WH[WXDOLW\ QRWRUDOLW\ LV WKHDSULRUL
IRUP RIODQJXDJH 7KLV UHYHUVDO LQ WKHSULRULW\ RIDFWLRQ WKHSUHGLFDWLYH WREHLQJ WKH
VXEMHFWLYH UHVXOWV LQ WKHSRVLWLRQLQJ RILPDJH DVWKH OLPLW RIKXPDQ H[SUHVVLRQ 
,QFRQQHFWLRQ ZLWK WKH WKHRUHWLFDO QRWLRQ RI³DQRQ\PLW\ ´ SRVLWHGE\VWUXFWXUDOLVW DQG
SRVWVWUXFWXUDOLVW SHUVSHFWLYHV 7URXS ³,FRQRFODVW ´ DOVR DGYDQFHV (OOXO¶V FODLP WKDW WHFKQLTXH ±
DVDQDUWLILFLDO LPDJHEDVHG UHDOLW\ FKDUDFWHUL]HG E\DSXUHO\ UDWLRQDO DQGELQDU\ VWUXFWXUH WKDW
 (OOXO -7KH7HFKQRORJLFDO6RFLHW\S

JLYHV SULPDF\ WRDFWLRQ RYHUEHLQJ ± KDVWKH FRQVHTXHQFH RIVWULSSLQJ RUDO FRPPXQLFDWLRQ RI LWV
FRQQHFWLRQ WRDFWLRQ7KURXJK VXEMXJDWLRQ RI WKHYDOXH RIRUDOLW\ DFWLRQ LV QRORQJHU
H[SUHVVHG LQ FRQQHFWLRQ ZLWK DXWKHQWLF EHLQJ EHLQJ LVQRZFDSDEOHRIUHFRJQLWLRQ RQO\ LQ LWV
FRQIODWLRQ ZLWK WKH VWDWLF IL[HG LPDJH RIDQRQ\PRXV DFWLRQ FKDUDFWHUL]HG E\DFRUUHFW
SHUIRUPDQFH 7URXS UHIHUV WR&DUURO&$UQROG¶V &ULWLFLVPRI2UDO5KHWRULF LQ RUGHUWR
H[SOLFDWH WKHXQIROGLQJ RIWKLV QRWLRQ IURP DSUD[LDO SHUVSHFWLYH H[HPSOLILHG E\WKH IDFW WKDW
LQGLYLGXDOV ZRUNLQJ ZLWKLQ WKH ILHOG RIPDVVPHGLD SD\OLWWOH DWWHQWLRQ WRWKHSRZHURI WKHVSRNHQ
UKHWRULF EHFDXVHRUDO FRPPXQLFDWLRQ LV QRORQJHU YLHZHG DVDVRXUFHRIDFWLRQ
³0RVW MRXUQDOLVWV HYHQ UDGLR DQGWHOHYLVLRQ MRXUQDOLVWV >SURIHVVLRQDO VSHDNHUV
WKDW LV@ VHHP IL[HGO\ RULHQWHG WRZDUGZULWLQJ DQG WKHUHIRUH XQDEOH WRYLHZ RUDO
FRPPXQLFDWLRQ DVDFWLRQ UDWKHU WKDQ DV³OLWHUDU\ HIIRUW GHSRVLWHG DWWKHVKULQH RI
WKHPXVHV LQ KRSHRIEHLQJ EOHVVHGZLWK LPPRUWDOLW\ ´ $UQROG &ULWLFLVPRI2UDO
5KHWRULF LQ 7URXS ³,QFOXGH WKH,FRQRFODVW´ 
$UQROG¶V REVHUYDWLRQ RIWKHLPSRWHQFH RI RUDOLW\ DVDVRXUFHRIPHGLDWLRQ SURYLGHV DQLPSRUWDQW
LQVLJKW WRZDUGXQGHUVWDQGLQJ (OOXO¶V FRQFHUQ ZLWK WKHDOWHUHG VWUXFWXUH RIIRUP DQGEHLQJ LQ
WHFKQLFDO FRPPXQLFDWLRQ +XPDQ ³DFWLRQ ´ LQ WKH WHFKQRORJLFDO PLOLHX LV GHWHUPLQHG E\WKHIRUP
RIWHFKQLTXH VXJJHVWLQJ WKDW EHLQJ LVQRZ VRPHKRZ REOLJHG WRXQGHUJR XQLW\ ZLWK WKLV IRUP 
7HFKQRORJ\ WKHGLVFRXUVH RI WKHDUWLILFLDO UHDOLW\ WKDW LV WHFKQLTXH SURGXFHV WKLV VWUHVV WR
FRQIRUPE\UHTXLULQJ EHLQJ WRFRQWLQXDOO\ UHSURGXFH WKH FRUUHFWSHUIRUPDQFH LQRUGHUWREH
UHFRJQL]HG ZLWKLQ WKH V\VWHP 7HFKQRORJ\ ± FKDUDFWHUL]HG E\(OOXO DVWKH ORJLFDO UDWLRQDO
ODQJXDJH RIHIILFLHQF\ UHVHPEOLQJ WKH ODQJXDJH RIPDWKHPDWLFV GXHWRLWV GHSHQGHQF\ XSRQ WKH
WH[W± LV DYLVXDO V\VWHP RIDEVWUDFWLRQ WKDW LQ LWV GLVFRQQHFWLRQ IURP DFRQFUHWH VSHDNLQJ VXEMHFW




UHFRJQL]HV QRYDOXH RXWVLGH RI XVHYDOXH 8VHYDOXH SULYLOHJLQJ DFWLRQ RYHUDFWRUWKXV EHFRPHV
WKH VXSUHPH YDOXH E\ZKLFK EHLQJ EHFRPHV LGHQWLILHG LQ FRQIRUPLW\ ZLWK WKHSUHGHWHUPLQHG
FRUUHFWSHUIRUPDQFH 
7KHSHUPDQHQW FKDUDFWHU LPSOLHG E\&DUUROO¶V UHIHUHQFH WRWKHYDOXH RIOLWHUDU\ ZRUNVDV
SRWHQWLDOO\ ³LPPRUWDO ´ LV LOOXVWUDWLYH RI(OOXO¶V FULWLFLVP RIWHFKQLFDO SULPDF\ RIWKH WH[W RYHU
ZRUG7KHSULYLOHJLQJ RIWH[W LQ VWUXFWXUDOLVW DQGSRVWVWUXFWXUDOLVW WKHRULHV DWWHPSWV WRHFOLSVH
WKH LQFRQWURYHUWLEOH UHODWLRQ EHWZHHQKXPDQ PRUWDOLW\ DQGWKH VSRNHQZRUGE\GLVDVVRFLDWLQJ WKH
ZRUGIURP WKHSHUVRQZKR VSHDNVLW:LWKLQ WKLV FRQVWUXFW WKHOLPLWV RIKXPDQ EHLQJ LQ WKH
XQLW\ RIVSLULWXDO DQGPDWHULDO UHDOLW\ DUHVXUSDVVHGE\VXSSUHVVLQJ WKHEHLQJ RIVSLULW ZKLOH
HPSKDVL]LQJ DQDEVWUDFW IRUP RILPPDQHQFH WKXV VLOHQFLQJ WKHGLDOHFWLF 7HFKQLFDO IRUP SRLQWV
WRZDUGLPPRUWDOLW\ EHFDXVH XQOLNH RUDOLW\¶V DPELJXRXV IRUP WKH FRQWHQW RIZKLFK GLVDSSHDUV
XQOHVV KHOG LQPHPRU\ WHFKQLFDO IRUP GHPDQGV WKDW EHLQJ LVH[SUHVVHG LQ WHUPV RIWKHLPPDQHQW
UHDOLW\ PLQXV LWV UHODWLRQ WRWUDQVFHQGHQW UHDOLW\ LH DVVHHQ7KLV LV SDUWRIWKH UHDVRQZK\ WKH
DQRQ\PRXV SHUVRQDVDPHDQV ZLWKLQ WKHV\VWHP VHHNVUHFRJQLWLRQ WKURXJK DWWHQWLRQDQG
FRPPLWPHQW WRWKHUROH± DSXUHO\ SUHGLFDWLYH LPDJH RI EHLQJ ± DVWKHUROH V\PEROL]HV DFWLRQ 
7KH UROH LVWKHRQO\PHDQV RI H[LVWHQWLDO LGHQWLW\ WKHQRQVXEMHFW FDQFODLP LQ DQHQYLURQPHQW
WKDW SULYLOHJHV WKH VHHQWKH UDWLRQDO WKHDFWLYH DQGWKH SHUIRUPDWLYH DVWKHGHVLUHG H[SUHVVLRQ RI
WHFKQLTXH¶V VROH YDOXH RI XVH
(OOXO¶V LFRQRFODVWLF SURMHFW DLPV WRTXHVWLRQ WKHPRQRORJLF DFWLRQ RIWHFKQLFDO UHDOLW\ DV
DQDUWLILFLDO UHDOLW\ FRQVWUXFWHG LQ E\DERXW DQGIRU DQDEVWUDFWPHWDVWUXFWXUH WKDW FRPHV LQWR
H[LVWHQFH WKURXJK VXSSUHVVLRQ RIGLDOHFWLF UHDOLW\ DVJLYHQ 'LDOHFWLF UHDOLW\ LV IRU(OOXO DJLYHQ
RUGHURIWKH'LYLQH WKDW VHUYHV DVWKHNH\WRXQGHUVWDQGLQJ WKHZKROH RIKLV VRFLRORJLFDO DQG
WKHRORJLFDO ZRUN7KLV LV DSRLQW ZKLFK GHVHUYHV H[WHQVLYH H[SOLFDWLRQ LQRUGHUWRJURXQG (OOXO¶V

HWKLF DQG&KULVWRFHQWULF SKLORVRSK\ RIFRPPXQLFDWLRQ DVDSHUVSHFWLYH WKDW LV LFRQRFODVWLF
WRZDUGWKHPRQRORJLF WHFKQLFDO PRUDOLW\ RI LPDJH WKDW GHILQHV OLIH ZLWKLQ DPDGHV\VWHP DVWKH
HQGOHVV SXUVXLW RIPHDQV ZLWKRXW HQG
'LDOHFWLF5HDOLW\YV7HFKQLFDO5HDOLW\
%HFDXVH WHFKQLTXH GHPDQGV DODQJXDJH RI WKHQRQVXEMHFW LW SXUVXHV QRKXPDQ HQG
EHFDXVHQRDXWKHQWLF KXPDQ EHLQJ LV SHUPLWWHG HQWU\ LQWR WKH V\VWHP ZKLFK UHFRJQL]HV QR
QDWXUDO OLPLWV DSXUHO\ WHFKQRORJLFDO V\VWHP (OOXO PDLQWDLQV WKDW ³>R@QO\ WKHDUWLIDFW FDQ HQWHU
WKLV HQYLURQPHQW ,WLV µPDGH IRU¶ZKLFK FDQQRW EHVDLGRI DQ\RIWKHQDWXUDO HOHPHQWV ´ 7KH
7HFKQRORJLFDO 6\VWHP 7KLV VWDWHPHQW VXJJHVWV WKDW LQ RUGHUWRFRQIRUP ZLWK WKHV\VWHP
DXWKHQWLF EHLQJ PXVW VRPHKRZ EHFRPH LQDXWKHQWLF LHLWPXVW WDNHRQ WKHTXDOLW\ RIDUWLILFLDOLW\
WKDW FRPSRUWV ZLWK WKH DUWLILFLDO UHDOLW\ RIWKHPDGH,Q(OOXO¶V YLHZ WKLV IRUP RILQDXWKHQWLFLW\ LV
JDLQHG WKURXJK WKH ORVV RIWKH H[SUHVVLRQ RI EHLQJ LQ WKHIXOOQHVV RILWV GLDOHFWLF DPELJXLW\ 7KH
LQDXWKHQWLF WHFKQLFDO H[SUHVVLRQ LVPHFKDQLVWLF LW LV JXLGHG E\DELQDU\ OLQHDU ORJLF WKDW SHUPLWV
RQO\ DSRVLWLYH RUQHJDWLYH YLHZ RIWKHSUHVFULEHG UHDFWLRQ 8QOLNH WKHLQDXWKHQWLF PHFKDQLVWLF
H[SUHVVLRQ RI WHFKQLFDO ODQJXDJH (OOXO PDLQWDLQV WKDW DXWKHQWLF KXPDQ ODQJXDJH LVGLDOHFWLF E\
LWV YHU\ QDWXUH ± WKHRUDO XWWHUDQFH LQ LWV LQVHSDUDELOLW\ IURP WLPH LV FDSDEOHRIGLVFORVLQJ RQO\
SDUWRIWKHZKROH RIWKRXJKW +XPLOLDWLRQ$XWKHQWLF KXPDQ EHLQJ IUHHO\ H[SUHVVHGZLWKLQ
WKH WHQVLRQ RIGLDOHFWLF UHDOLW\ LV WKXV FKDUDFWHUL]HG E\LWV LUUDWLRQDOLW\ DQGDPELJXLW\
+XPLOLDWLRQ
7KH DUWLILFLDO UHDOLW\ WKDW LV WHFKQLTXH LV FRQVWLWXWHG E\DQGFRQVWLWXWLYH RIDSXUHO\
UDWLRQDO ELQDU\ ORJLF RILPDJH WKDW HOLPLQDWHV GLDOHFWLF WHQVLRQ WKURXJK WKH FRQWLQXRXV
SURJUHVVLRQ RIUHDFWLRQV WKDW DUHHLWKHU SRVLWLYH RUQHJDWLYH 7KH7HFKQRORJLFDO 6\VWHP 
7KXV LW FDQEHVDLG WKDW LQ WHFKQLFDO UHDOLW\ WKHRQO\ IRUP RI HWKRV SHUPLWWHG WRH[LVW LV D

WHFKQLFDO HWKRV RIWKHQRQVXEMHFW $OO LQGLYLGXDO IUHHO\FKRVHQ DQGFRQFUHWHO\ VXEMHFWLYH IRUPV
RIHWKRV DUHGHQLHG HQWU\ ZKLOH DWWKH VDPH WLPH WHFKQLTXH DFWVWRIXVH LPDJH ZLWK DUHVWULFWLYH
IRUP RIWHFKQLFDO SDWKRV LQ RUGHUWRSURGXFHDQGUHLQIRUFH ³UHOLJLRXV IHHOLQJV ´ WKDW DOLJQ
FRQVFLRXVQHVV ZLWK WHFKQLTXH¶V RYHUDOO IRUP 7KH7HFKQRORJLFDO6\VWHP ([SHULHQFH ZLWKLQ
WKHPDGHWHFKQLFDO UHDOLW\ PXVW EHDFRUSRUDWH RQHLQRUGHUWRSURGXFH WKHPDVV DJUHHPHQW XSRQ
ZKLFK VRFLDO UHDOLW\ GHSHQGV +RZHYHU(OOXO FRQWHQGV WKDW XQOLNH WKHIUHHO\FKRVHQ VRFLDO
FRQVWUXFWLRQV WKDW IRUP ZLWKLQ VPDOO JURXSV RILQGLYLGXDOV LQUHODWLRQPDVV DJUHHPHQW ZLWKLQ
WHFKQLFDO UHDOLW\ LVQRW YROXQWDU\ EXW FRHUFHGYLD HOLPLQDWLRQ RILQGLYLGXDO FKRLFH WKURXJK
VXSSUHVVLRQ RIWKHGLDOHFWLF IRUP RIFRQVFLRXVQHVV DQGUHLQIRUFHPHQW RIDWHFKQLFDO IRUP RI
FRQVFLRXVQHVV 7KH7HFKQRORJLFDO 6\VWHP 
(OOXO¶V%LEOLFDO 'LDOHFWLFDV$QWL3KLORVRSK\
(OOXO¶V QRWLRQ RI³GLDOHFWLF ´ LV QRWDOLJQHG ZLWK DSKLORVRSKLFDO SHUVSHFWLYH EXW UDWKHU
VKRXOG EHFRQVLGHUHG LQ WHUPVRI DGLVWLQFW FRQWUDVW *URXQGHG LQ ZKDW(OOXO UHFRJQL]HV DVD
UHYHODWRU\ SDWWHUQRI H[SUHVVLRQ LQ DQFLHQW +HEUDLF6FULSWXUH WKURXJK ZKLFK WUXWK LV UHFRQFLOHG
ZLWK KXPDQ KLVWRU\ WKHWHUP³GLDOHFWLF ´ LQ(OOXO PD\ EHPRUH DFFXUDWHO\ YLHZHG DVWKH
H[SUHVVLRQ RI DIUDPH RI FRQVFLRXVQHVV JURXQGHG LQ DWKHRORJLFDO QRWLRQ RI FRQFUHWH UHDOLW\ DVDQ
LQFRQWURYHUWLEOH XQLW\ RIFRQWUDULHV LQFDSDEOH RIV\QWKHVLV WKH VSLULWXDO DQG WKHPDWHULDO JRVSHO
DQGZRUOG MXGJPHQW DQGJUDFH DQGWKHGLVWLQFWO\ &KULVWLDQ UHYHODWRU\ YLHZ RIDQHVFKDWRORJLFDO
HQGDOUHDG\ SUHVHQWZLWKLQ WKHPHDQV 7KHQRWLRQ RIGLDOHFWLF GHVFULEHV IRU(OOXO WKH³WRWDOLW\ ´
RIFRQWUDGLFWRU\ IDFWRUV LQ FRH[LVWHQFH ZLWKRXW FDQFHOOLQJ HDFKRWKHU RXW(SLORJXH2Q
'LDOHFWLF 3XWDQRWKHU ZD\ WKH UHDOLW\ RI H[LVWHQFH DVDFRQFUHWH IRUP RISUHVHQFH FDQRQO\
 (OOXO GLVFXVVHVWKHFRQWUDVWEHWZHHQWKH+HEUDLFSUHSKLORVRSKLFDODQG*UHHN SKLORVRSKLFDODSSURDFKHVLQWKH
HVVD\2Q'LDOHFWLF+HUHKHLGHQWLILHVODFNRIQRHWLFVWUXFWXUHDVWKHLPSRUWDQWGLVWLQFWLRQEHWZHHQ+HEUDLF DQG
*UHHN WUDGLWLRQV7KHODWWHUPDUNV DFOHDU KLVWRULFDOEHJLQQLQJRIDQRHWLFDSSURDFKWRQRWLRQVRIWUXWKDQGZLVGRP

EHGHILQHG LQ RSSRVLWLRQ WRLWVDEVHQFH9LHZHG LQ WKLV OLJKW ³UHDOLW\ ´ FDQQRW EHH[SHULHQFHG DVD
SXUHRUVLQJXODU IRUP RI EHLQJ
7KHZKROH RIFRQFUHWH UHDOLW\ LV WKXV GHILQHG DVWKHXQLW\ RIWKHVH FRQWUDGLFWRU\ IDFWRUV LQ
WKHLU LQFRQWURYHUWLEOH FRH[LVWHQFH 7KHVLJQLILFDQFH RI(OOXO¶V XQGHUVWDQGLQJ RI³GLDOHFWLF ´ IURP
WKHSHUVSHFWLYH RI DFRQVWUXFWLYH KHUPHQHXWLF PD\ EHJURXQGHG LQ WKHLPSOLFDWLRQ WKDW OLIH
NQRZLQJ DQGWUXWK DUHH[SUHVVHGZLWKLQ WKHGLDOHFWLF XQLW\ RIFRQWUDGLFWLRQ FRQVWLWXWLYH RID
FRQWLQXRXV PRYHPHQWEHWZHHQWZRXQV\QWKHVL]DEOH SURSRVLWLRQV HDFKRIZKLFK H[LVWV DVD
FRQVWUDLQW RUDOLPLW XSRQ WKHRWKHU6HHQ IURP WKHVWDQGSRLQW RI WKLV LQFRQWURYHUWLEOH G\QDPLF
WKHQRWLRQ RI DXWKHQWLF FRQVFLRXVQHVV DVDIRUP RI³GLDOHFWLF DZDUHQHVV ´ PLJKW EHGHVFULEHG DV
WKH DFWLRQ RUSUDFWLFH LQLWLDWHG E\DGLDOHFWLF ZRUOGYLHZ $VDSKLORVRSK\ RIFRPPXQLFDWLRQ LQ
DFWLRQ WKHGLDOHFWLF DZDUHQHVV SUHVFULEHGE\(OOXO LQIRUPV DG\QDPLF UDWKHU WKDQ VWDWLF
LQWHOOHFWXDO FRQVWUXFW LHDQLQDELOLW\ WRVHWWOH XSRQ DVLQJOH IDFWRU RIWKH FRQWUDGLFWLRQ ORQJ
HQRXJK IRU LW WREHFRPH LVRODWHG DQGWKHUHIRUH UHGXFHGWRDQDEVWUDFW LPDJH VHUYLQJ DSXUHO\
REMHFWLYH XVH YDOXH DSDUWIURP DQ\ FRQWH[W FUHDWHGE\WKH HYHQWRIEHLQJ LQ FRQFUHWH UHODWLRQ 
$FFRUGLQJ WR-DFRE9DQ9OHHW 'LDOHFWLF7KHRORJ\DQG-DFTXHV(OOXO(OOXO¶V
³GLDOHFWLF ´ FRQVWLWXWHV ERWKDZRUOGYLHZ DQGDPHWKRG WKDW ³XQLWHV (OOXO¶V HQWLUH V\VWHP ´ WKXV
SURYLGLQJ WKH ³NH\ WRXQGHUVWDQGLQJ DOO RI KLV SKLORVRSKLFDO DQG WKHRORJLFDO ZRUN ´ 
+RZHYHU VLQFH (OOXO UHMHFWVWKH V\VWHPDWLF WKLQNLQJ WKDW GHILQHV ³PHWKRG ´ LQ WHUPVRI DQ
REMHFWLYHO\ FORVHGSDWWHUQRI WKRXJKW WKHWHUP ³PHWKRG ´ KHUHPLJKW EHEHWWHUGHVFULEHG LQ
DOLJQPHQW ZLWK (OOXO¶V &KULVWRFHQWULF HWKLF DQGSKLORVRSK\ RI FRPPXQLFDWLRQ DVDGLDOHFWLFDO
 %RWK:DX]]LQVNL ³7HFKQRORJLFDO3HVVLPLVP´  DQG&KULVWLDQV³(OOXO DV7KHRORJLDQLQ&RXQWHUSRLQW´
UHFRJQL]HWKDWIRU(OOXO H[LVWHQFH LVGHILQHGLQWHUPVRIWKHFRH[LVWHQFHRIERWKWKHSRVLWLYHDQGWKHQHJDWLYH
7KHUHIRUHZKHUHRQHRUWKHRWKHULVODFNLQJ WKHUHLVQRFRQFUHWHUHDOLW\ RQO\DQDUWLILFH RIVDLGUHDOLW\
 (OOXO¶V ³GLDOHFWLF´ UHDVRQLQJLVFRQVRQDQWZLWKDFRQVWUXFWLYHKHUPHQHXWLFRQWKHJURXQGVWKDWLWHPSKDVL]HVWKH
VLWXDWHGQHVVRIERWKVXEMHFWDQGREMHFWLQWLPH LQWKHXQLW\RIGLVWDQFHDQGGLIIHUHQFH KLGGHQDQGGLVFORVHGUHDOPV
DVWKHVLWHZKHUHPHDQLQJEHFRPHVSRVVLEOH,IVXEMHFWLYHH[SHULHQFH LVLQVHSDUDEOHIURP WKHG\QDPLFVRIWLPH DQG
H[SHULHQFH RIIXOO\V\QWKHVL]HGLPPDQHQW DQGWUDQVFHQGHQWUHDOPVFDQQRWEHUHDOL]HG LQWLPH WKHQDQ\FODLP WRD
XQLYHUVDODQGREMHFWLYHIRUPRINQRZOHGJHZRXOGEHOLNHZLVH LPSRVVLEOH 

DZDUHQHVV WKH DZDUHQHVVRI DGLDOHFWLF UHDOLW\ FRQVWLWXWLYH RIVSLULWXDO DQGPDWHULDO UHDOPV WKDW
LQIRUPV DQDWWLWXGH RIRSHQQHVV FKDUDFWHUL]HG E\OLVWHQLQJ DQGUHVSRQGLQJ WRWKHXQIROGLQJ RIWKH
SUHVHQFHRIEHLQJ LQ WLPH DVJLYHQ)RU(OOXO UHDOLW\ DVJLYHQDQGQRWPDGHFDQRQO\ EH
H[SHULHQFHG GLDOHFWLFDOO\ DWHQVLRQ LQFDSDEOH RIEHLQJ UHVROYHG )RUWKLV UHDVRQ'DYLG:*LOO
7KH:RUGRI*RGLQ-DFTXHV(OOXOREVHUYHV WKDW ³FRQWUDGLFWLRQ RSSRVLWLRQ DQGSDUDGR[DUH
HYHUSUHVHQW LQ DQ\WKLQJ (OOXO KDVLQ YLHZ $[LRPDWLFGHGXFWLYH OLQHDU ORJLF LV UHMHFWHG   
8QGHUVWDQGLQJ UHVXOWV IURP DWUXHSHUFHSWLRQ RIWKHYDULRXV DQWLWKHWLFDO IDFWRUV DQG IRUFHV DW
ZRUN ´ (OOXO¶V GLDOHFWLFDO DZDUHQHVV LQIRUPV DQDWWLWXGH WKDW H[SUHVVHV D
SKHQRPHQRORJLFDO SHUFHSWLRQ RIWKH ³DQWLWKHWLFDO IDFWRUV DQG IRUFHV DWZRUN ´ WKDW EHJLQV IURP D
SRVLWLRQ RIUDGLFDO VXEMHFWLYLW\ LH RQHWKDW DVVHUWV EHLQJ DVERWK WKHVRXUFH DQGH[SUHVVLRQ RI
WKLV FRQWUDGLFWLRQ LQ WKH IDFHRI WHFKQLFDO FRQVFLRXVQHVV
'LDOHFWLFDO DZDUHQHVV LV IRU(OOXO DQLQWHOOHFWXDO FRQVWUXFW E\ZKLFK WKHYDOXH RIEHLQJ
IRU EHLQJ LV SURWHFWHGDQGSURPRWHG DVDFRQVHTXHQFH RI VRPHRQH¶VDFFHSWDQFHRI GLDOHFWLF
UHDOLW\ DVDPDWWHU RI IDLWK %DVHGXSRQ LWV LQKHUHQWO\ G\QDPLF QDWXUH (OOXO YLHZV GLDOHFWLF DV
FRQVWLWXWLYH RIDFRQFUHWH RUGHURIWUXWK DQGUHDOLW\ FKDUDFWHUL]HG E\WKH FRQWLQXRXV SURFHVVRI
XQIROGLQJ ZLWKLQ WLPH DQGKLVWRU\
³>'@LDOHFWLF LVQHLWKHU GHPRQVWUDWLYH UHDVRQLQJ QRUDV\VWHP RIWKHIRUPDO
XQIROGLQJ RI WKRXJKW ,WDOZD\V FODLPV WRKDYH WRGRZLWK WKH UHDO WREHDPHDQV
RIWDNLQJ DFFRXQW RIWKH UHDO %XW WKH UHDO HPEUDFHVERWKSRVLWLYH DQGQHJDWLYH
HOHPHQWV FRQWUDGLFWRU\ IDFWRUV ZKLFK GRQRWFDQFHO HDFKRWKHURXW ´ (SLORJXH2Q
'LDOHFWLF 
6HYHUDO LPSRUWDQW WHUPV VKRXOG EHHPSKDVL]HG KHUH LQ FRUUHVSRQGHQFH ZLWK (OOXO¶V
³LFRQRFODVWLF ´ SHUVSHFWLYH KLV FULWLTXH RIWHFKQRORJLFDO VRFLHW\ DQGWKHGLVWLQFWLRQ KHPDLQWDLQV

EHWZHHQRUGHUDQGV\VWHP WKHJLYHQ DQGWKHPDGH DQGWKHKRO\ DQGWKH VDFUHG7KH ILUVW LVWKH
HOLPLQDWLRQ RI³GHPRQVWUDWLYH UHDVRQLQJ ´ DQGV\VWHPDWLF WKRXJKW IURP (OOXO¶V YLHZ RI
³GLDOHFWLF ´ DSRLQW HPSKDVL]HG HDUOLHU LQ*LOO 7KH:RUGRI*RGLQWKH7KRXJKWRI-DFTXHV(OOXO
&RQYHUVHO\ (OOXO WDNHVWKHYLHZ WKDW DQRUGHURIUHDOLW\ JLYHQ E\WKH&UHDWRUKRO\ E\
PHDQV RIFRPSOHWH VHSDUDWLRQ IURP WKHKXPDQ ZRUOGRI VLJKW DQGVHQVH FRQVWLWXWHV DKLJKHU
RSHQRUGHUUHVLVWDQW WRFORVXUH E\WKHORZHU RUGHUVRIVLJKW DQG VHQVH $VDQRUGHUKLJKHU WKDQ
WKHRUGHUVFRQVWUXFWHG E\KXPDQLW\ LH ³V\VWHPV ´ RIWKRXJKW GHSHQGHQW XSRQREMHFWLYH
³GHPRQVWUDWLRQ ´ WKH'LYLQH RUGHULV DUHYHODWRU\ RSHQ³RUGHU RISUHVHUYDWLRQ´ PDLQWDLQHG LQ
DQGWKURXJK ³GLDOHFWLF ´ UHDVRQLQJ 
2QRQHKDQG GLDOHFWLF UHDVRQLQJ JURXQGHG LQ WKHZRUGZKLFK (OOXO YLHZV DVGLDOHFWLF LQ
LWVHOI UHVLVWV FORVXUH E\LPDJH EHFDXVHLW FDQQRW EHVHSDUDWHGIURP LWV VRXUFH LHWKH
DPELJXRXV LQGLYLGXDO DVFRQFUHWH VXEMHFW (OOXO YLHZV ERWKGLDOHFWLF DQGWKHZRUGDVH[SUHVVLRQV
RIEHLQJ WKDW UHPDLQ SULPDULO\ DWWHQWLYH WR EHLQJ 2QWKHRWKHU KDQG IL[LW\ RIWKRXJKW LV D
SUHFRQGLWLRQ IRU ³GHPRQVWUDWLYH UHDVRQLQJ ´ ZKLFK DPRXQWV WRWKHREMHFWLYH FORVXUH RI
SRVVLELOLW\ E\UHGXFWLRQ WRRQHEHVWZD\(IILFLHQW UHDVRQLQJ RUWKHVHDUFK IRU WKHRQHEHVWZD\
LQYROYHV SHUIRUPDWLYH UHSHWLWLRQ RI DSDVWHYHQW FDSDEOHRIEHLQJ UHFDOOHG DQGUHSHDWHGDWZLOO 
7KH IRFXV KHUHLV QRWRQWKHGLDOHFWLF H[SUHVVLRQ RI EHLQJEXW RQDSDUWLFXODU QRQGLDOHFWLF DFWLRQ
IL[HG WRZDUGWKHYLVXDO 'HPRQVWUDWLYH RUREMHFWLYH UHDVRQLQJ UHTXLUHV ILUVW DUHGXFWLRQ WRLPDJH
 ,Q7KH1HZ'HPRQV (OOXO VXJJHVWVWKHGLVWDQFHLPSOLHG LQWKHRUGHURIWKHKRO\E\UHIHUULQJ WRWKHFRQWUDVWLQJ
VHQVHRIIDPLOLDULW\ FKDUDFWHULVWLFRIWKHKXPDQUHODWLRQZLWKWKHPDGHVDFUHG³2QHLQGLFDWLRQDPRQJRWKHUVRI
PDQ¶VVHQVHRIWKHVDFUHGLQWHFKQRORJ\LVWKHFDUHKHWDNHVWRWUHDWLWZLWKIDPLOLDULW\´  (OOXO -DFTXHV7KH
1HZ'HPRQV7UDQVODWHGE\&(GZDUG+RSNLQ1HZ<RUN 6HDEXU\3UHVV
 7KH3UHVHQFHRIWKH.LQJGRPSS
 ,WLVLPSRUWDQWKHUHWRFODULI\ WKDW³OLIH´ IRU(OOXO LVFKDUDFWHUL]HGE\LWVSULPDU\ DWWHQGDQFHWREHLQJ RYHUGRLQJ
(OOXO¶V WKHRORJ\SODFHVKLPZLWKLQWKHYLHZWKDWKXPDQ³EHLQJ´LPSOLHV REHGLHQFHWRWKH'LYLQH RUGHURIEHLQJ IRU
%HLQJ ³7REHDOLYHPHDQVWKHWRWDOVLWXDWLRQRIPDQDVKHLVFRQIURQWHGE\*RG³3UHVHQFH  5HYHUVDORI
WKLV'LYLQHRUGHUDQDFWRIKXPDQZLOO WKDWJLYHVSULPDF\ WRDFWLRQRYHUEHLQJLVDPRYHWRZDUGGHDWKQRWOLIH ³$
PDQZKRVSHQGVDOOKLVWLPH LQDFWLRQE\WKDWYHU\IDFWFHDVHVWROLYH ,QWKHSHUIHFWZRUNLQJ RIKLVHQJ LQHKHKDV
ORVWKLVVRXO´ 3UHVHQFH 

WKDW LV VHFRQGO\ DEVWUDFWHGLQWR WKH IXWXUH IRU WKHSXUSRVHRISHUIRUPLQJ DQ DFWLRQ GHFLGHGLQ
DGYDQFH 7KURXJK LPDJHEDVHG UHDVRQLQJ DQGDGYDQFHGGHFLVLRQPDNLQJ WKH DFWLRQ LVRODWHG
IURP WKH FRQWH[W RIDQ\ H[SHULHQFH LQ FRQFUHWH UHDOLW\ LV JLYHQ SULPDF\ 'HPRQVWUDWLYH RU
REMHFWLYH UHDVRQLQJ FDQWKXV EHVHHQDVDPHWKRG RIWKRXJKW E\ZKLFK WKH'LYLQH RUGHURIEHLQJ
RYHUGRLQJ LV UHYHUVHG ,QFRQQHFWLRQ ZLWK WKLV WKRXJKW WKHIROORZLQJ VWDWHPHQW LV SRVLWLRQHG DV
DFHQWUDO SRLQW IRUFRQVLGHUDWLRQ $WWKHYHU\ KHDUW RI(OOXO¶V HWKLFDO SURMHFWOLHV DFRQFHUQ ZLWK
WKHKXPDQ HPERGLPHQW RIDQ DUWLILFLDO DQGSUHYLRXVO\ H[WHUQDO SKHQRPHQRQ ZKLFK LQ WKLV
KLVWRULFDO PLOLHX QRZ VHUYHV DVWKH ORFXV IRUPDVV DQG FROOHFWLYH UHYHUVDO RI WKH'LYLQHRUGHURI
EHLQJRYHUGRLQJ (OOXO¶V SURMHFW DVNVRQHWRFRQVLGHU WKH FRQVHTXHQFHV RIWKHUHYHUVDO RIWKH
QDWXUDO RUGHURI EHLQJ RYHU GRLQJ LQKXPDQ UHODWLRQV DVJLYHQ 7KH HWKLFDO RXJKWZLWK LWV ORFXV
LQ WKH LQGLYLGXDO WXUQV LQWR DPRUDOLVWLF LVDSRLQW RIPDVV DJUHHPHQW WKDW LQ LWV DQRQ\PLW\ DVD
PDVV EHFRPHV UHLILHG DVDQLPSHUDWLYH DUXOH RUDPHWKRG WKDW GHWHUPLQHV DFWLRQ LQ DGYDQFH 
:LWKLQ WKLV V\VWHP RIDUWLILFLDO GHWHUPLQDWLRQ DFWLRQ LVJLYHQ SULRULW\ RYHUEHLQJ 
)URP WKHVWDQGSRLQW RIDSKLORVRSK\ RIFRPPXQLFDWLRQ LQ DFWLRQ (OOXO FRXOG EHGHVFULEHG
DVWKHSUDFWLWLRQHU RIDUDGLFDO IRUP RI³GLDOHFWLF DZDUHQHVV ´ WKDW DIIHFWV KLV GHHSO\KHUPHQHXWLF
DQGSKHQRPHQRORJLFDO SRVLWLRQ UHJDUGLQJ ³WUXWK ´ DVDWHPSRUDO IRUP RI NQRZLQJ WKDW RQO\
HPHUJHV LQ WKHUHODWLRQDO XQLW\ RIOLVWHQLQJ UHFHLYLQJ DQGUHVSRQGLQJ )RU(OOXO OLIH LVGHILQHG
LQ WHUPV RIWKLV F\FOH RI H[SHULHQFHLQUHODWLRQ DQDXWKHQWLFUHODWLRQ RI VXEMHFW DQGREMHFWKHOG
LQ ³GLDOHFWLF ´ XQLW\ E\WKHFRQWLQXRXV VKLIWLQJ RIDZDUHQHVV EHWZHHQ VXEMHFWLYH DQGREMHFWLYH
UHDOLWLHV WKHPLQH DQGWKHQRWPLQH 7KHPHDQLQJ RIH[SHULHQFHLQUHODWLRQ FDQQHYHU EHIXOO\
V\QWKHVL]HG DOWKRXJK (OOXO DFNQRZOHGJHV WKDW DOO KXPDQ UHODWLRQV GHSHQGXSRQ DFKLHYLQJ D
 (OOXO +XPLOLDWLRQDVVRFLDWHVWKHZRUGZLWKWKHRUGHURIWUXWKWKXVHVWDEOLVKLQJLWDVSULRUWRDOOSUD[LV ³ZKLFK
DSSHDUVWREHDQDFWLRQIRUWKHSXUSRVHRIFKDQJLQJUHDOLW\´  )RU(OOXO DQ\KXPDQUHODWLRQWKDWLVQRW
HVWDEOLVKHGLQWKHZRUGLQIRUPV QRSUD[LV WKXVHOLPLQDWLQJ DQ\JURXQGIRUUHQHZDO 
 /LIH DVH[SHULHQFHLQUHODWLRQ FDQRQO\EHWKHUHODWLRQRIDVLWXDWHGVXEMHFWLQUHODWLRQWRDQREMHFWHQFRXQWHUHG
WKURXJKWKHUHFRJQLWLRQRIGLVWDQFHDVRWKHUGLIIHUHQWLH QRWPHRUQRWPLQH 

WHPSRUDU\SODFHRI DJUHHPHQW WKDW LV FRQWLQXDOO\ UHQHZHG LQ WKHRUDO HQFRXQWHUV RI
LQWHUSHUVRQDO GLVFRXUVH (OOXO¶V LFRQRFODVWLF SHUVSHFWLYH DLPV WRSURWHFWDQGSURPRWH DVSDFH
ZKHUHEHLQJ PD\ UHPDLQ IUHH WRH[SHULHQFHLQUHODWLRQ ZLWKRXW EHFRPLQJ IXOO\ HQFORVHG E\D
ODQJXDJH RILPPDQHQW DQGDUWLILFLDO QHFHVVLW\ WKDW SRLQWV WRZDUG FRQIRUPLW\ ZLWK D
SUHGHWHUPLQHG DFWLRQ )RU(OOXO WKHVHDWRI YDOXHPXVW UHPDLQ ZLWK EHLQJ DQGQRW GRLQJ 7KH
FHQWUDOLW\ RI WKLV YDOXH SURSRVLWLRQ LVKHUHLQ SRVLWLRQHG DVWKHEHJLQQLQJ SRLQW IRUDQ
XQGHUVWDQGLQJ RI(OOXO¶V GLVWLQFWO\ &KULVWRFHQWULF ³H[LVWHQWLDO ´ SKLORVRSK\ DQGLWV IRXQGDWLRQV
'LDOHFWLF$ZDUHQHVVRI%HLQJDQG(OOXO¶V([LVWHQWLDOLVW3KLORVRSK\
(OOXO¶V GLVWLQFWO\ &KULVWRFHQWULF ³H[LVWHQWLDOLVW ´ ZRUOGYLHZ JURXQGHG LQ WKHQRWLRQV RI
GLDOHFWLF DZDUHQHVV UDGLFDO VXEMHFWLYLW\ DQGDQLQGLYLGXDOLVWLF HWKLF LV SRVLWLRQHG LQ WKLV FKDSWHU
DVWKHSDUDGLJPDWLF SRLQW RI(OOXO¶V LFRQRFODVWLF SHUVSHFWLYH (OOXO¶V HWKLF LVFRQVWLWXWHG E\DQG
HQDFWHG DVDUDGLFDO DZDUHQHVV WKDW ³OLIH ´ DVWKHXQLW\ RIWKH LQGLYLGXDO¶V VXEMHFWLYH H[SHULHQFH
RIREMHFWV HQFRXQWHUHG LQ WKHZRUOG LV QRWVWDWLF EXW UDWKHU XQIROGV ZLWKLQ DFRQWLQXRXV GLDOHFWLF
WHQVLRQ RI WHPSRUDOO\ERXQG H[SHULHQWLDO UHDOLW\ ZKLFK UHQGHUV DQ\ IRUFHRIKXPDQ ZLOO WR
FDSWXUH ³WUXWK ´ DQHJDWLRQ RI'LYLQH RUGHU (OOXO YLHZV WKHKXPDQ FRQGLWLRQ LQ WHUPV RID
GLDOHFWLF WHQVLRQ EHWZHHQ WKHWUDQVFHQGHQW ³IUHHGRP ´ RIIHUHG DVDQLQQHU GLDORJXH RI6SLULW 
VSLULW DJDLQVW WKH LPPDQHQW SUHVVXUHV RIZRUOGO\ RULPPDQHQW ³QHFHVVLW\ ´ $PHULFDQ &KULVWLDQ
WKHRORJLDQ 'DQLHO %&OHQGHQLQ YLHZV WKH LQWHUSOD\ EHWZHHQ WKHVHQRWLRQV RIIUHHGRP DQG
QHFHVVLW\ LQ(OOXO DVD³NH\ WKHPH LQ(OOXO¶V WKHRORJLFDO PHWKRG ´ WKDW RIIHUV D³KHUPHQHXWLF NH\
 'DYLG*LOO H[SODLQV WKDWLQ(OOXO¶V YLHZRID&KULVWLDQ LQGLYLGXDOLVWLFHWKLFZKLOH WKHJRRGIRUHDFKLQGLYLGXDO
LVGHWHUPLQHG LQGLUHFWUHODWLRQWRWKHZLOO RI*RGDQGQRSHUVRQ¶VH[SHULHQFH LVDQ³H[DFWUHSOLFDWLRQ RIDQRWKHU´
WHPSRUDU\DJUHHPHQWLVERWKSRVVLEOHDQGQHFHVVDU\DVDJXLGDQFHIRU&KULVWLDQOLIH LQWKHZRUOG7KH:RUGRI*RG
LQ-DFTXHV(OOXO 
 ,Q(OOXO¶V WKHRORJ\'LYLQH RUGHULQKXPDQKLVWRU\LVJURXQGHGLQD3RVW )DOOHVFKDWRORJ\ZKLFKSRVLWVDXQLILHG
ZKROHRIVHHQDQGXQVHHQUHDOLW\$WWDLQLQJIUHHGRP IURP WKHUHDOLW\RIWKHSXUHO\LPPDQHQWZRUOG WKXVUHTXLUHVD
WUDQVFHQGHQWPHGLDWLRQWKDWZKLOH DFFHVVLEOHWRPDQ GRHVQRWFRPHIURPPDQ (OOXO VHHVDQ\KXPDQHIIRUWWR




WRKLV WKLQNLQJ´ 7KHRORJLFDO0HWKRGLQ-DFTXHV(OOXO[L &OHQGHQLQ 7KHRORJLFDO0HWKRGWKXV
JURXQGV (OOXO¶V QRWLRQ RI ³GLDOHFWLF ´ ZLWKLQ KLV &KULVWLDQ WKHRORJ\ GLVWLQJXLVKLQJ (OOXO¶V
LQWHUSUHWDWLRQ IURP 3ODWR.DQW+HJHO DQG0DU[DQGSODFLQJ KLP LQ DOLJQPHQW ZLWK
.LHUNHJDDUG ZKRP &OHQGHQLQ FUHGLWV DVSURYLGLQJ WKHIRXQGDWLRQ IRU(OOXO¶V XQLTXHO\
³H[LVWHQWLDOLVW ´ ZRUOGYLHZ 0RRUH³+HJHPRQ\ $JHQF\ DQG'LDOHFWLFDO 7HQVLRQ LQ
(OOXO¶V 7HFKQRORJLFDO 6RFLHW\ ´ :DX]]LQVNL ³7HFKQRORJLFDO 3HVVLPLVP ´ 9DQ9OHHW
'LDOHFWLF7KHRORJ\DQG-DFTXHV(OOXO DQG&KULVWLDQV ³(OOXO DV7KHRORJLDQ LQ
&RXQWHUSRLQW´ OLNHZLVH FUHGLW .LHUNHJDDUG DVSURYLGLQJ WKH WKHRORJLFDO IRXQGDWLRQV IRU
(OOXO¶V H[LVWHQWLDO ZRUOGYLHZ DQGFRUUHVSRQGLQJ HWKLF RIWKH LQGLYLGXDO +RZHYHU WKHPRVW
H[SOLFLW GLVFXVVLRQV FRQQHFWLQJ (OOXO¶V &KULVWLDQ H[LVWHQWLDOLVP ZLWK .LHUNHJDDUG DUHRIIHUHG LQ
WKHZRUNVRI$PHULFDQ UHOLJLRXV VFKRODU 9HUQDUG (OOHU DQGWKH$PHULFDQ &KULVWLDQ HWKLFV
VFKRODU 'DYLG:*LOO 
&UHGLWLQJ .LHUNHJDDUG RYHU0DU[ DVWKH LQIOXHQFH LQ (OOXO¶V RYHUDUFKLQJ ³H[LVWHQWLDO ´
DSSURDFK WRHWKLFV (OOHU ³(OOXO DQG.LHUNHJDDUG ´ IRFXVHV RQWKHLQWHUUHODWLRQ EHWZHHQ(OOXO¶V
GLDOHFWLFV RI KRSHWKH%LEOLFDO FRQWHQW RI UHYHODWLRQ (OOXO¶V QRWLRQ RI VXEMHFWLYLW\ DVDGLDOHFWLF
UHODWLRQ WRZDUGWKHREMHFWLYH DFWLRQ RIDQREMHFWLYH DQG:KROO\ 2WKHU*RGDQGDQHWKLF RI QRQ
FRQIRUPLW\ DV&KULVWLDQ ³UHOLJLRXVOHVVQHVV ´ 'LVWLQJXLVKLQJ (OOXO DQG.LHUNHJDDUG¶V
&KULVWLDQ ³H[LVWHQWLDOLVP ´ IURP 3RVW0RGHUQ V\VWHPDWLF SKLORVRSKLHV RIWKH VDPHQDPH (OOHU
GHILQHV WKH VHQVHLQ ZKLFK (OOXO DQG.LHUNHJDDUG¶V DSSURDFKPLJKW EHFRQVLGHUHG ³H[LVWHQWLDO ´
EDVHGXSRQ WKUHHPDLQ IRFL )LUVW JURXQGLQJ LQ D³OLIHFHQWHUHG ´ YVD³WKRXJKWFHQWHUHG ´
GLVFRXUVH VHFRQGDFRQFHUQ ZLWK KLVWRULFDO UHDOLWLHV RYHULQWHOOHFWXDO WKHRU\ DQGWKLUG D





UKHWRULFDO DSSURDFK IRU FKDQJLQJ EHKDYLRU UDWKHU WKDQ WKHPHWKRGRORJLFDO DSSURDFKGHILQLQJ
GRFWULQH %RWK(OOHU DQG*LOO SRLQW WRWKHLQFRQWURYHUWLEOH FRQQHFWLRQ EHWZHHQ WKHQRWLRQV RI
GLDOHFWLF H[LVWHQWLDOLVP VXEMHFWLYLW\ DQGWKH:RUGDVDSKLORVRSKLFDO IUDPHZRUN IRU(OOXO¶V
WKRXJKW *LOO 7KH:RUGRI*RGLQWKH(WKLFVRI-DFTXHV(OOXOSURYLGHV SHUKDSV WKHPRVW
H[WHQVLYH GLVFXVVLRQ RI(OOXO¶V DIILQLW\ ZLWK .LHUNHJDDUG LQ WHUPV RIDWKHRORJLFDOO\ LQIRUPHG
H[LVWHQWLDO HWKLF JURXQGHG LQ KHDULQJ RIWKH:RUGDQDZDUHQHVV RIWKHGLDOHFWLF FRQWUDGLFWLRQ RI
UHDOLW\ DQGWKH FRQQHFWLRQ EHWZHHQKXPDQ IUHHGRP DQGWKH DELOLW\ WROLYH RXW WKHWHQVLRQ RI WKLV
FRQWUDGLFWLRQ 
*LOO 7KH:RUGRI*RGLQWKH(WKLFVRI-DFTXHV(OOXO FLWHV NH\SDVVDJHV IURP
.LHUNHJDDUG¶V &RQFOXGLQJ8QVFLHQWLILF3RVWVFULSWWR3KLORVRSKLFDO)UDJPHQWV DVWKHVRXUFHRI
(OOXO¶V &KULVWRFHQWULF HWKLF RI WKHLQGLYLGXDO DQHWKLF FRQVWLWXWHG WKURXJK WKHLQWHUVHFWLRQ RI
UDGLFDO VXEMHFWLYLW\ LQ UHODWLRQ WRDQREMHFWLYH :KROO\ 2WKHUDVDFRQGLWLRQ IRU WKHH[LVWHQFH RID
IUHHO\ DFFHSWHG&KULVWRFHQWULF HWKLF WKDW HQDFWV DQH[LVWHQWLDO EDUULHU WRFRHUFLRQ DQGFRQIRUPLW\
WRDVRFLDOO\FRQVWUXFWHG PDVVPRUDOLW\  ,Q FRQQHFWLRQ ZLWK WKLV WKRXJKW *LOO DOVR
FKDUDFWHUL]HV (OOXO¶V HWKLF RI WKHLQGLYLGXDO DVRQH HQDFWHGWKURXJK WKH3DXOLQH YLUWXHV RI IDLWK
KRSHDQGORYH ,QWURGXFWLRQ /LYLQJ)DLWK [L HPSKDVL]LQJ WKH UDGLFDOO\VXEMHFWLYH VLWXDWHGQHVV
DVVRFLDWHG ZLWK WKHVH WHUPV ZKHQ FRQVLGHUHG WKURXJK WKHOHQV RI(OOXO¶V WKHRORJLFDO
FRPPLWPHQWV ,Q(OOXO¶V &KULVWRFHQWULF SKLORVRSK\ RIFRPPXQLFDWLRQ WKHVH WHUPVKDYH
FRQFUHWHPHDQLQJ ZLWKLQ DVXEMHFWLYH FRQWH[W DORQH LH WKH\ DUHLQFRQWURYHUWLEO\ FRQQHFWHG ZLWK
DGLDOHFWLF YLHZ RI UHDOLW\ DQGDQHYHQW RQWRORJ\ XQIROGLQJ DVWKH XQLTXHQHVV RILQGLYLGXDO
 'DYLG*LOO 7KH:RUGRI*RGLQ-DFTXHV(OOXOUHIHUVWRWZRSDVVDJHVLQ.LHUNHJDDUG¶V&RQFOXGLQJ8QVFLHQWLILF
3RVWVFULSWVWR3KLORVRSKLFDO)UDJPHQWV 3ULQFHWRQ8QLYHUVLW\3UHVV S WKDWKHEHOLHYHV³PDNH SODLQWKH
SDUHQWDJHRI(OOXO¶V YLHZ´ 7KHVHSDVVDJHVH[WHQGWZRDVVHUWLRQVWKDW³WKHVXEVWDQWLDOYDOXHRIWKHHWKLFDO´ LV
ORFDWHGQRZKHUHEXWLQWKH³LQZDUGQHVVRIWKHLQGLYLGXDO´  DQGZKHQWKH³FRPSDUDWLYH VWDQGDUG´E\ZKLFKPDVV
PRUDOLW\ LVGHWHUPLQHG³JHWVVRPXFKWKHXSSHUKDQGWKDWWKHLQGLYLGXDO LQKLVLQZDUGPDQ >HPSKDVLVPLQH@ DSSOLHV
LWWRKLPVHOI WKHQWKHHWKLFDOLVGRQHIRU´.LHUNHJDDUG  LQ*LOO  

H[SHULHQFH ³.QRZLQJ ´ RU³XQGHUVWDQGLQJ ´ DVWKHLQWHULRULW\ RI H[SHULHQFH RIGLDOHFWLF
DZDUHQHVV LQ UHODWLRQ WRWKHHYHQW LPSOLHV WKDW FRQWH[W LV FUHDWHGZLWKLQ WKHGLVWDQFH DQG
GLIIHUHQFH EHWZHHQ WKH VXEMHFW DQGWKHREMHFWRIH[SHULHQFH ,QWKHDEVHQFHRIDFRQFUHWH VXEMHFW
LQ UHODWLRQ ZLWK DZRUOGRI REMHFWVWKHUH LV QR³UHDO´  H[SHULHQFH RIZKLFK WRVSHDNWKHUHIRUH
IDLWK KRSHDQG ORYH DVH[SUHVVLRQV RI FRQFUHWH H[SHULHQFHV RI EHLQJ IDLWKIXO KRSHIXO ORYHG DQG
ORYLQJ KDYH QRPHDQLQJ RXWVLGH RIWKHFRQWH[W RIWKHLQGLYLGXDO ZKR LV DORQH FDSDEOHRI
FRPPXQLFDWLQJ WKHH[SHULHQFH LQFRQWH[W)DLWK KRSHDQGORYH ± SODFHGZLWKLQ WKLV IUDPHZRUN
RIXQGHUVWDQGLQJ ± DUHWKXV LQFDSDEOH RIDFKLHYLQJ DPHDQLQJIXO FRUSRUDWH GLPHQVLRQ 
*LOO SRLQWV WR(OOXO¶V H[LVWHQWLDO UHDOLW\ WKDW IDLWK KRSHDQGORYH PXVW EHJLQ ZLWK WKH
LQGLYLGXDO DQGPXVW EHIUHHO\ H[SUHVVHG IURP DSRVLWLRQ RILQWHULRULW\ JURXQGHG LQ DUDGLFDOO\
VXEMHFWLYH DZDUHQHVV LQ RUGHUWRSURPRWH DQGSURWHFWWKH VSDFHRI DXWKHQWLF EHLQJFHQWHUHG
KXPDQ UHODWLRQV FKDUDFWHUL]HG DVKXPDQLW\ IRU KXPDQLW\ *LOO HPSKDVL]HV WKDW LQ(OOXO¶V
H[LVWHQWLDO YLHZ ³IDLWK ´ EHJLQV ZLWK DQLQGLYLGXDO¶V KHDULQJ RI WKH:RUGZKLFK PDNHV DOO WKLQJV
SRVVLEOH E\³ELQGLQJ XVWR-HVXV&KULVW ´ DQG³VHSDUDW>LQJ@ XVIURP RXUPLOLHX´ ,QWURGXFWLRQ
/LYLQJ)DLWK [LL )DLWK LQ LWV HVFKDWRORJLFDO FRQWHQW RSHQV WR³KRSH ´ DQGSRVVLELOLW\ WKDW GHIHDWV
WKHGHDWKDQGILQDOLW\ RIDSXUHO\ PDWHULDO YLHZ RI H[LVWHQFH *LOO H[SODLQV WKDW ³>K@RSH IRU(OOXO
LV WKHVHL]LQJ RI*RG¶VIXWXUH ,WLV WKHWUDQVIHU RI OR\DOW\ DQGFLWL]HQVKLS IURP WKHSUHVHQW DJH WR
WKH FRPLQJ .LQJGRP RI*RG ´ [LL *LOO GHVFULEHV WKH UHODWLRQVKLS EHWZHHQ IDLWK DQGORYH LQ
(OOXO E\VWDWLQJ WKDWZKLOH ³*RG UHVSRQGV WRWKLV IDLWK E\PDNLQJ XVKRO\ VDQFWLILHG GLIIHUHQW ±
WKH VDOW RIWKH HDUWK WKHOLJKW RIWKHZRUOG VKHHSDPRQJ ZROYHV /RYH KRZHYHU WKUXVWV XV
EDFNLQWR WKHZRUOG EDFNLQWR WKH UHODWLRQVKLS ZLWK RXUQHLJKERU ´ [LL /RYH WKHUHIRUH JURXQGV
DQ³HWKLFV RIUHODWLRQVKLS´ ZLWK RXUQHLJKERU ± EHLQJ IRU EHLQJ ± WKDW EHJLQV ZLWK DQLQGLYLGXDO

DFWRIIDLWK FRPPXQLFDWHG LQ ORYH [LL )URP WKHSRVLWLRQ RIORYH EHLQJ IRU EHLQJ WKH
LQGLYLGXDO HQDFWV WKH&KULVWLDQ KRSHWKDW JLYHV PHDQLQJ WROLIH LQ WKHZRUOG 
,Q(OOXO¶V YLHZ WKH LQGLYLGXDO¶V DELOLW\ WRJHQXLQHO\ HQDFWWKH&KULVWLDQ YLUWXHV RI IDLWK
KRSHDQGORYH GHSHQGVXSRQ IUHHGRP RILQWHULRULW\ ± DQDXWKHQWLF KXPDQ FRQVFLRXVQHVV DVJLYHQ
LQ'LYLQH 2UGHU7KLV QRWLRQ LVH[FHSWLRQDOO\ .LHUNHJDDUGLDQ DVLW UHTXLUHV WKH LQZDUG GLDOHFWLF 
GLDORJXH EHWZHHQ6SLULWDQGVSLULW WRPDLQWDLQ IUHHGRP RIVHSDUDWLRQ IURP WKHORZHU RUGHUV
HVWDEOLVKHG WKURXJK FRUSRUDWHPDWHULDO YDOXH VWUXFWXUHV )RU(OOXO WKLV IUHHGRP RILQWHULRULW\ LV
SUHVHUYHGE\LQGLYLGXDO UHFRJQLWLRQ RI³OLPLWV RIWKHKRO\ ´ 3UHVHQFH DUHFRJQLWLRQ
ZKLFK DOORZV IUHHGRP RI FKRLFH WRUHVLVW LPPDQHQW FRQIRUPLW\ DQGVXSSUHVVLRQ RI WKHGLDOHFWLF
WKURXJK GHQLDO RIWKHYDOXH RI WKHVSLULWXDO *LOO 7KH:RUGRI*RGLQWKH(WKLFVRI-DFTXHV(OOXO
RIIHUV DGGLWLRQDO LQVLJKW LQWR ZK\ (OOXO YLHZV LQGLYLGXDO DZDUHQHVV RIWKH VXEMHFW REMHFW
UHODWLRQ DVQHFHVVDU\ IRU UHFRJQLWLRQ RIWKH OLPLW WKXV SUHVHUYLQJ WKLV IUHHGRP ³7KH FUXFLDO
SRLQW IRU GLVFLSOHV RI&KULVW LV WKDW WKH³VXEVWDQWLDO YDOXH RIWKHHWKLFDO ´ LQ WKHVXEMHFWLYH VSLULW
WRVSLULW UHODWLRQVKLS ZLWK WKH:KROO\ 2WKHUPXVW DOZD\V KDYH WKH³XSSHU KDQG ´ ´ $V
HPSKDVL]HG HDUOLHU ZLWK UHJDUG WR(OOHU ³(OOXO DQG.LHUNHJDDUG ´ LQGLYLGXDO IDLWK ± GHILQHG LQ
WHUPV RIDQDZDUHQHVV RIRQH¶V VXEMHFWLYH UHODWLRQ ZLWK DQREMHFWLYH DQG:KROO\ 2WKHU*RG ±
UHGHILQHV WKLV DZDUHQHVV DVDOLPLW XSRQKXPDQ DFWLRQ 
%RWK*LOO 7KH:RUGRI*RGLQWKH(WKLFVRI-DFTXHV(OOXO DQG(OOHU ³(OOXO DQG
.LHUNHJDDUG ´ FHQWHU XSRQ.LHUNHJDDUG¶V WKHRORJLFDO QRWLRQ RI WKHLQGLYLGXDO DQGWKH UDGLFDO
VXEMHFWLYLW\ RIEHLQJ DVWKHVRXUFHRI(OOXO¶V WKUHHKXPDQ SDVVLRQV WKDW FRQQHFW WKHSRVVLELOLW\ RI
FKDQJH ZLWK WKHIUHHGRP RIIHUHG LQKRSH ³WKH SDVVLRQ WRFUHDWHWRORYH WRSOD\ ´ ³%HWZHHQ
&KDRVDQG3DUDO\VLV ´ +HUH(OOXO PDNHV FOHDU WKDW WKHVHSDVVLRQV FDQWKULYH RQO\ LQ
 *LOO¶V FRPPHQW LVLQUHIHUHQFHWRDGLVFXVVLRQUHJDUGLQJZK\WKHHWKLFDOSRVLWLRQVUHVXOWVIURP DVXEMHFWLYH
LQZDUGFRQIURQWDWLRQZLWKWKHUHDOLW\ RIWKH:KROO\2WKHULQ.LHUNHJDDUG 6RUHQ&RQFOXGLQJ8QVFLHQWLILF
3RVWVFULSWV3ULQFHWRQ1-3ULQFHWRQ8QLYHUVLW\3UHVV  S 

VHSDUDWLRQ IURP VRFLHW\¶V V\VWHPV DVHSDUDWLRQ PDLQWDLQHG E\UHFRJQLWLRQ RI WKHOLPLW RI'LYLQH
RUGHU
³:KDW WKHQGR,PHDQZKHQ ,VD\ WKDW RXUKRSHOLHV LQ VWDUWLQJ IURP WKH LQGLYLGXDO
² IURP WRWDO VXEMHFWLYLW\" 7KLV ZHPXVW ILJKW >IURP@ WKH OHYHO RIWKH
FLWL]HQ
V YLUWXH >IURP WKHSRLQW RI@ KLV SRZHUVRIFULWLFLVP )RUZKDW LV XQGHU
DWWDFNLV WKHDXWRQRP\ RI WKHFLWL]HQ KLV DELOLW\ WRMXGJH IRUKLPVHOI +HLV XS
DJDLQVW QHWZRUNV RILQIRUPDWLRQ SXEOLF UHODWLRQV SURSDJDQGD LQGLYHUVH
IRUPV   ³%HWZHHQ &KDRVDQG3DUDO\VLV ´ 
7KHSDVVDJH DERYHH[WHQGV WKHLPSOLFDWLRQ WKDW ³UDGLFDO VXEMHFWLYLW\ ´ LVDQ DVVHUWLRQ RI
WKH%LEOLFDO GLDOHFWLF UHDOLW\ DVJLYHQ ,Q WKLV VHQVHWKH LQGLYLGXDO DVVHUWLQJ KLV KHU
³UDGLFDO VXEMHFWLYLW\ ´ LV REOLJDWHG WRVSHDNIURP DQGIRUEHLQJ DVDXQLTXHO\ HPERGLHG
H[SUHVVLRQ RI WKH'LYLQH RUGHU7KLV HPERGLHG H[SUHVVLRQ RIGLDOHFWLF UHDOLW\ HQDFWV D
SDUWLFXODU VXEMHFWLYH UHFRJQLWLRQ RIWKH OLPLWV RIWKHKRO\ E\PDNLQJ SUHVHQW WKH
H[LVWHQWLDO ³QR ´ WKDWPDNHV WKH³\HV ´ RIWKH2UGHURI &UHDWLRQ ± LHWKH DXWKHQWLF RUGHURI
UHDOLW\ ± SRVVLEOH 
7KH IUHHGRP IRXQG LQ WKH WHQVLRQ EHWZHHQ WKHVHSRODULWLHV VHUYHV WRLJQLWH D
SDVVLRQ IRU FUHDWLYH SRVVLELOLW\ ZKHUHE\ WKH HWKLFDO YDOXH RIOLIH LVJURXQGHG LQEHLQJ IRU
EHLQJ /LIH OLYHG ZLWKLQ WKHERXQGDULHV RIWKHGLDOHFWLF HQFRXQWHU RIIHUV HDFKLQGLYLGXDO
WKH DELOLW\ WRSDUWLFLSDWH LQ FUHDWLYH DFWVWKDW DORQH PD\ FKDQJH WKH VWUXFWXUH RILPPDQHQW
UHDOLW\ WKURXJK WKHDFWRIEHLQJLQUHODWLRQ ZLWK RWKHU EHLQJV
³7KLV UDGLFDO VXEMHFWLYLW\ ZLOO LQIRUP DOVR WKH WKUHHKXPDQ SDVVLRQV ZKLFK VHHP
WREHWKHHVVHQWLDO RQHV²WKHSDVVLRQV WRFUHDWHWRORYH WRSOD\%XW WKHVHPLJKW\
GULYHV RIWKHKXPDQ KHDUWPXVW ILQG DSDUWLFXODU H[SUHVVLRQ LQ HDFKSHUVRQ ,WLVLQ

WKHEXLOGLQJ RIDQHZGDLO\ OLIH LQ WKHGLVFRYHU\ RIWKLQJV DFWVVLWXDWLRQV XWWHUO\
GLIIHUHQW IURP WKRVH WKDW VRFLHW\ ZRXOG IDVWHQ RQXVWKDW WKLV VXEMHFWLYLW\ FDQ
H[SUHVV LWVHOI 7KHSUREOHP LV WRNHHSWKHVHGHYHORSPHQWV IURP DOVREHLQJ WDNHQ
RYHUE\VRFLHW\ ´ ³%HWZHHQ &KDRVDQG3DUDO\VLV´ 
+HUH(OOXO GLVWLQFWO\ PDNHV DFDVHIRU WKH LPSRUWDQFH RIWKHLQGLYLGXDO VXEMHFW LQ VRFLHW\
DVWKH VRXUFHRIXQLTXH H[SUHVVLRQ XSRQZKLFK WKHKXPDQ FUHDWLYH DFWLVIRXQGHG 7KH
VXEMHFW WKURXJK UHFRJQLWLRQ RIWKHXQLW\ RIVLPLODULW\ DQGGLIIHUHQFH ZLWK REMHFWVRI
KLVKHU H[SHULHQWLDO HQFRXQWHU VHUYHV DVWKHORFXV RIGLVFUHHW H[SHULHQFH WKDWPDNHV
GLVFRYHU\ DQGUHQHZDO RISHUVSHFWLYH SRVVLEOH 7KLV QRWLRQ LV VLPLODU WRWKHKRUL]RQ RI
PHDQLQJ LQ +DQV*HRUJ *DGDPHU HVWDEOLVKHG DWWKH VLWH RIVLPLODULW\ DQGGLIIHUHQFH
EHWZHHQ DVLWXDWHG VXEMHFW DQGDSKHQRPHQRORJLFDOO\HPEHGGHG REMHFW 6HHQWKLV ZD\
FUHDWLYH DZDUHQHVV FDQEHVDLG WREHJLQ ZLWK VXEMHFWLYH DZDUHQHVV RIWKHGLDOHFWLF UHDOLW\
LH WKHXQLW\ RIVLPLODULW\ DQGGLIIHUHQFH DVWKH VLWH RIQHZPHDQLQJ 
(OOXO IXUWKHU LPSOLHV LQ WKHSDVVDJH DERYHWKDW RQHRIWKHSUREOHPV RI WHFKQLTXH
LQYROYHV WKHSUREOHP RIVLOHQFLQJ WKLV VXEMHFWLYH H[SUHVVLRQ DWLWV VRXUFH ± LH LQ
XQPHGLDWHG FRPPRQSODFH OLIH HQFRXQWHUV EHWZHHQ LQGLYLGXDOV (OOXO VWUHVVHV WKDW
DXWKHQWLF SHUVRQWRSHUVRQ UHODWLRQV PXVW UHPDLQ IUHH IURP WKHFRQVWUDLQLQJ DQG
GHWHUPLQLVWLF IHDWXUHV RIPDVV VRFLHW\ LQ RUGHUIRU KXPDQ OLIH WRSURJUHVV DVWKH
FRQWLQXRXV UHQHZDO RISRVVLELOLW\ ³%XLOGLQJ ´ KHUH LQYROYHV DFRQWLQXRXV UHWXUQ WRWKH
SRLQW RIYDOXH IURP ZKLFK DFWLRQ GHULYHV LWV PHDQLQJ UDWKHU WKDQ DQHQGOHVV SURFHVVRI
 (DFKLQGLYLGXDO H[SUHVVLRQLVFRQVLGHUHG³XQLTXH´LQWKDWLWDPRXQWVWRGLVFORVXUHRIWKHLQWHUQDOGLDORJXHEHWZHHQ
6SLULW DQGVSLULWWKURXJKDQDFWRIVSHHFK
 *DGDPHU 7UXWKDQG0HWKRGKROGVWKDWHYHU\VXEMHFWLYHRU³ILQLWH SUHVHQW´UHSUHVHQWVD³VWDQGSRLQWWKDWOLPLWV WKH
SRVVLELOLW\RIYLVLRQ+HQFHHVVHQWLDOWRWKHFRQFHSWRIVLWXDWLRQLVWKHFRQFHSWRI³KRUL]RQ´7KHKRUL]RQLVWKH




DFFXPXODWLRQ GHWHUPLQHG WROHDYHEHKLQG LWV SRLQW RIRULJLQ (OOXO¶V GLVWLQFWO\
&KULVWRFHQWULF ³H[LVWHQWLDOLVW ´ ZRUOGYLHZ JURXQGHG LQ WKHQRWLRQV RIUDGLFDO VXEMHFWLYLW\
SUHVHUYDWLRQ RIGLDOHFWLF LQWHULRULW\ DQGDOLIHFHQWHUHG GLVFRXUVH WKDW QRXULVKHV DQHWKLF
RIQRQFRQIRUPLW\ WRWKHDFWLRQ RIWKHPDVV VHUYHV DVWKHSDUDGLJPDWLF SRLQW RIGHSDUWXUH
IRU KLV LFRQRFODVWLF SHUVSHFWLYH 7KLV SRLQW OHDGV WRWKHQHHG IRU H[SOLFDWLRQ RIWKH ILQDO
DQGSLYRWDOO\ LPSRUWDQW HOHPHQW RI(OOXO¶V LFRQRFODVWLF SDUDGLJP DQLQGLYLGXDOLVWLF HWKLF
RIUHIXVDO
7KH:RUG DQG WKH6LWXDWHG6XEMHFW LQ(OOXO¶V([LVWHQWLDO ,FRQRFODVP
(OOXO¶V ³LQGLYLGXDOLVWLF ´ HWKLF GHVFHQGVIURP KLV WKHRORJLFDO FRPPLWPHQW WRWKHUDGLFDO
VXEMHFWLYLW\ RIEHLQJ DQGLVQRW LQ DQ\ZD\ DOLJQHG ZLWK 0RGHUQLVW RU3RVWPRGHUQLVW
SKLORVRSKLFDO FRQFHSWLRQV RI³LQGLYLGXDOLVP ´ DVDSULYDWH SKLORVRSK\ RI WKHVHOI %\ H[WHQVLRQ
(OOXO GRHVQRW EHOLHYH LQ DSULYDWH ³LQGLYLGXDOLVP ´ ZKLFK SHUPLWV HWKLFDO GLVDVVRFLDWLRQ IURP
FROOHFWLYH KXPDQ FRQFHUQV RQWKHEDVLV RI LQGLYLGXDO DXWRQRP\ 7KLV SRVLWLRQ LVSHUKDSVEHVW
VXPPDUL]HG E\-DPHV6NLOOHQ ³3URSKHF\ &ULWLTXH $FWLRQ ´ LQ KLV GHVFULSWLRQ RI HWKLFDO
FRQVFLRXVQHVV LQ(OOXO¶V WKHRORJ\ ³2EHGLHQW KXPDQ DFWLRQ FDQQRW EHFDUULHG IRUWK PHUHO\ LQ
SULYDWH FRQVFLRXVQHVV IURP DQLPDJLQDU\ SRVLWLRQ RXWVLGH LW ´ 7KLV VWDWHPHQW UHLQIRUFHV WKH
SRVLWLRQ WDNHQLQ WKLV SURMHFWWKDW IRU(OOXO GLDOHFWLF FRQVFLRXVQHVV LV JURXQGHG LQ D
SKHQRPHQRORJ\ RIFRQFUHWH DQGQRWDEVWUDFW H[SHULHQFH 
)DVFKLQJ 7KH7KRXJKWRI-DFTXHV(OOXOSURYLGHV DWKRXJKWIXO DQDO\VLV RI WKLV
SURSRVLWLRQ EDVHGXSRQ WKH LQWHUVHFWLRQ RI(OOXO¶V WKHRORJ\ DQGVRFLRORJ\ LQ$XWRSV\RI
5HYROXWLRQVXJJHVWLQJ WKDW WKHLQGLYLGXDO FDQQRW GLVDVVRFLDWH KLV KHUVHOI IURP WKHGHVWLQ\ RIKLV
KHU HUDGXH WRWKH IDFW WKDW WKHKLVWRULFDO EHLQJ LV DEHLQJ LQ UHODWLRQ LQWLPH +RZHYHU
(OOXO¶V ³LQGLYLGXDOLVWLF ´ HWKLF ZKLFK EHJLQV LQ IDLWK LV SHUKDSVEHVWIUDPHG ZLWKLQ .LHUNHJDDUG¶V

&RQFOXGLQJ8QVFLHQWLILF3RVWVFULSWVWR3KLORVRSKLFDO)UDJPHQWV&KULVWLDQ H[LVWHQWLDOLVW QRWLRQ
RIWKH ³WHOHRORJLFDO VXVSHQVLRQ RIWKH HWKLFDO ´ +HUHWKHLQGLYLGXDO LQ KLVKHU GHHSO\
FRPPLWWHG DWWHQWLRQ WRWKHEHLQJ RIH[LVWHQFH PXVW FRQVLGHU OLIH LQ LWV GLDOHFWLF UHDOLW\ ZLWK D
JUHDW VHQVHRILQZDUG VHULRXVQHVV WKDWPXVW ILQG LWV H[SUHVVLRQ LQ WKH IXOO XQLW\ RIIRUP DQG
FRQWHQW DIRUP RILQGLYLGXDO H[SUHVVLRQ QRWPHUHO\ VSRNHQRIEXW OLYHG ,Q.LHUNHJDDUG¶V
WHOHRORJLFDO VXVSHQVLRQ RIWKH HWKLFDO WKH ³RXJKW ´ RIGXW\ RI LPPDQHQWQHFHVVLW\ FRPHV LQWR
FRQIOLFW ZLWK DQLQZDUG VSLULWXDO QHFHVVLW\ ZKLFK GHPDQGV DQDFWLRQ WKDW DSSHDUVXQUHDVRQDEOH
DQGLQYROYHV FRPSOHWH UHVLJQDWLRQ LQ IDLWKIXO REHGLHQFH (OOXO SURYLGHV SHUKDSV WKHEHVW
GHVFULSWLYH VXPPDUL]DWLRQ RI WKHSKHQRPHQRORJ\ RI WKLV VLWXDWLRQ LQ 7R:LOO DQG7R'R 
³:HDUHFRQIURQWHG ZLWK WKHOHDYLQJ EHKLQG RIDOO HWKLFDO QRUPV $QG\HWLWZDV
WKHJRRGZKLFK ZDVDWWKDWPRPHQW DIILUPHG XQGHUDSSHDUDQFHVVRFRQWUDGLFWRU\
WRDOO WKDWZHFDOODQGIHHOWREHWKHJRRG >HPSKDVLV PLQH@ WKDWZHFDQQRW IDLO WR
EHUHSHOOHG E\LW %XW VXFKZDVWKHZLOO RI*RG ´
(OOXO¶V ³LQGLYLGXDOLVWLF ´ HWKLF VXPPDUL]HG LQ WHUPV RIWKH DERYHH[SHULHQFH VWUHVVHV WKH
LQGLYLGXDO DVWKH VROHPHDQVRI UHFHLYLQJ DPHVVDJH LQ IDLWK EHFDXVH*RG¶VPHDQV RI
FRPPXQLFDWLRQ LVQRW FRUSRUDWHEXW SHUVRQDO :KHQ WKH+RO\ 6SLULW VSHDNVKHGRHVQRW
FKRRVHWREURDGFDVWWRDPDVV EXWWRGLDORJXH ZLWK DQLQGLYLGXDO 
,Q(OOXO¶V YLHZ LQGLYLGXDO DZDUHQHVV LV IRXQGHG ZLWKLQ DQDSULRUL RQWRORJLFDO
UHODWLRQ EHWZHHQ%HLQJ DQGEHLQJ DUHODWLRQ UHDOL]HG DVDGLDORJXH LQ WKHLQQHU OLIH RIWKH
SHUVRQ 7KLV GLDORJLF UHODWLRQ HVWDEOLVKHV DUHFLSURFDO IRUP E\ZKLFK WKH FRQWHQW RI
VXEMHFWLYH EHLQJ LV H[SUHVVHG LQ DOO VXEVHTXHQW UHODWLRQV EHWZHHQKXPDQ EHLQJV DV
 (OOXO VWUHVVHVVHULRXVQHVVDVDGHILQLQJFKDUDFWHULVWLFRIWKHOLIH OLYHG³LQFRJQLWR´LQ+RSHLQD 7LPHRI
$EDQGRQPHQW 
 .LHUNHJDDUG¶V FRQVLGHUDWLRQRI$EUDKDP¶VREHGLHQFHWR*RG¶VFRPPDQGWRVDFULILFH KLVVRQ,VDDFLQ)HDUDQG
7UHPEOLQJLOOXVWUDWHVWKLVFRQIOLFWEHWZHHQWKHPRUDO FROOHFWLYH DQGWKHHWKLFDOLQGLYLGXDO

DXWKHQWLF IRUPV RIKXPDQ UHODWLRQV 7KHPHDQLQJ WKDW HPHUJHV LQ WKLV GLDORJLF UHODWLRQ LV
WKXV GHHSO\ H[LVWHQWLDO DVLW GHSHQGVXSRQ WKHH[LVWHQFH RIDVXEMHFWLYH LQGLYLGXDO DVWKH
VRXUFHRIDZRUGE\DERXW DQGIRUDQRWKHU VXEMHFWLYH LQGLYLGXDO ZKR UHFHLYHV OLVWHQV
DQGUHVSRQGV VSHDNV0RGHUQ LQGLYLGXDOLVP DVDSKLORVRSK\ RIWKH VHOI FKRRVHVWR
GHQ\ WKLV UHODWLRQ E\SURPRWLQJ LQGLYLGXDO DFWLYLW\ DVWKHEDVLV RIFUHDWLYLW\ WKHUHE\
SODFLQJ SULRULW\ RQWKH LQGLYLGXDO DVWKH VRXUFHRI DFWLRQ UDWKHU WKDQ WKH'LYLQH (OOXO¶V
³LQGLYLGXDOLVWLF ´ HWKLF JURXQGHG LQ DUDGLFDO &KULVWRFHQWULF H[LVWHQWLDOLVP SUHVHUYHV WKH
GLDOHFWLF UHDOLW\ DQGLQQHU VSLULWXDO OLIH ZKLFK SHUPLWV WKLV HWKLF WREHGLVWLQJXLVKHG QRW E\
FRQIRUPLW\ ZLWK DQLPPDQHQW PRUDOLW\ EXWE\WKHZLOOLQJQHVV WRUHIXVH PRUDO FRQIRUPLW\
LQRUGHUWKDW WKHZLOO RI*RGPD\ LQWHUYHQH LQKLVWRU\
,QRUGHUWRPRUHIXOO\ H[SOLFDWH WKH FKDUDFWHULVWLFV RI(OOXO¶V ³H[LVWHQWLDOLVW ´ IUDPHZRUN LQ
WHUPV RIWKHFRQVWUDLQLQJ DQGGHWHUPLQLVWLF SUREOHP RIWHFKQLTXH &OHQGHQLQ 7KHRORJLFDO
0HWKRGDOVRQRWHV(OOXO¶V DIILQLW\ ZLWK $OLVGDLU 0DF,QW\UH¶V VL[ NH\WKHPHV RIDPRUHEURDGO\
GHILQHG H[LVWHQWLDOLVW SHUVSHFWLYH ³WKH LQGLYLGXDO YHUVXV WKHV\VWHP RUWKHPDVV LQWHQWLRQDOLW\
EHLQJ DQGDEVXUGLW\ WKHQDWXUH DQGWKHVLJQLILFDQFH RIFKRLFH WKHUROH RI H[WUHPH H[SHULHQFHV
DQGWKHQDWXUH RIFRPPXQLFDWLRQ ´  *LOO ³-DFTXHV (OOXO¶V 9LHZ RI6FULSWXUH ´ SURYLGHV
DGGLWLRQDO LQVLJKW WRWKLV FKDUDFWHUL]DWLRQ E\SRVLWLRQLQJ (OOXO¶V ³&KULVWRFHQWULF ´ YLHZ RI
6FULSWXUH DVWKH VHDWRI KLV H[LVWHQWLDO DVVXPSWLRQV *LOO QRWHV WKDWZKLOH (OOXO YLHZV WKH
:RUGRI*RGDQG%LEOLFDO WH[W DVHTXLYDOHQW LQSUDFWLFHWKXV SURYLGLQJ DFULWLFDO SRLQW RI XQLW\
EHWZHHQ IRUP DQG FRQWHQW LQ(OOXO¶V GLVWLQFW YLHZ RIWKH:RUGDVWKHIRXQGDWLRQ RI&KULVWLDQ
 &OHQGHQLQ S FLWHV0DF,QW\UHDVIROORZV7KH(QF\FORSHGLDRI3KLORVRSK\ UHSULQWHGLWLRQVY
³([LVWHQWLDOLVP´ E\$OLVGDLU0DF,QW\UH

SUD[LV ³UHYHODWLRQ UHTXLUHV WKHDFWLRQ RI WKH+RO\ 6SLULW RQWKHRQHKDQG DQGH[LVWHQWLDO
FRPPLWPHQW RQWKHSDUWRI WKHKHDUHU RQWKHRWKHU ´ 
&OLIIRUG *&KULVWLDQV ³-DFTXHV (OOXO¶V &RQFHUQZLWK WKH$PRUDOLW\ RI&RQWHPSRUDU\
&RPPXQLFDWLRQV´ VLWXDWHV (OOXO¶V SUREOHP RIWKHPHDQV DQGWKHHQGZLWKLQ WKH&KULVWLDQ
H[LVWHQWLDO IUDPHZRUN RXWOLQHG DERYH LQ*LOO VXJJHVWLQJ WKDW(OOXO DOWHUV WKHTXHVWLRQ E\SODFLQJ
LWZLWKLQ WKHGLDOHFWLF IUDPHZRUN RIKHDULQJ DQGUHFHLYLQJ 7KLV VKLIW LQ IUDPHZRUN UHTXLUHV
DWKHRUHWLFDO PRYH IURP DVXEVWDQFH RQWRORJ\ WRDQHYHQW RQWRORJ\ 7KH H[SHULHQFH RIKHDULQJ
DQGUHFHLYLQJ VHHQIURP WKHSHUVSHFWLYH RIDQHYHQW RQWRORJ\ DVRSSRVHGWRWKHVXEVWDQFH
RQWRORJ\ RIDQLPDJHEDVHG V\PERORJ\ LV GHSHQGHQW XSRQ WKHDPELJXRXV :RUGZRUGDVWKH
EDVLV RIUHODWLRQ (OOXO¶V SULYLOHJLQJ RI KHDULQJ DQGWKHZRUGDVVROHO\ FRQVWLWXWLYH RI DXWKHQWLF
KXPDQ FRPPXQLFDWLRQ LV HPSKDVL]HG LQ 7URXS¶V ³,QFOXGH WKH ,FRQRFODVW ´ UHDGLQJ RI
+XPLOLDWLRQRIWKH:RUGDQGLQ &KULVWLDQ DQG7URXS¶V ³(OOXO DQG$XJXVWLQH RQ5KHWRULF DQG
3KLORVRSK\ RI&RPPXQLFDWLRQ ´ H[SOLFDWLRQ RI(OOXO¶V DIILQLW\ ZLWK $XJXVWLQH )RU(OOXO
WKHZRUGGLDOHFWLF E\LWV QDWXUH LVUHIOHFWLYH RIOLIH LWVHOI GXHWRWKH LQKHUHQW PRYHPHQW EHWZHHQ
DSSHDUDQFH DQGGLVDSSHDUDQFH DPRYHPHQW UHQHZHG EXW QRWUHSOLFDWHG LQ HDFKHQFRXQWHU
EHFDXVHRILWV LQVHSDUDELOLW\ IURP WLPH 7KHZRUGDV*RG¶VFKRVHQ IRUP RIFRPPXQLFDWLRQ
HVWDEOLVKHV DUHODWLRQ EHWZHHQ WKHKXPDQ DQGWKH'LYLQH WKDW LVPDQLIHVW LQ'LYLQH ZRUNV
SURFHHGLQJ LQ DQGWKURXJK WKH:RUGDVWKHXQLW\ RI IRUP DQGFRQWHQW 
7KH FRQWHQW RIWKH:RUGZRUGHQWHUV LQWR WLPH DQGWKHQ UHFHGHVLQ WKHGLDOHFWLF XQLW\ RI
SUHVHQFH DQGDEVHQFH DGLDOHFWLF RIIRUP DQGEHLQJ 7KURXJK WKH:RUGZRUGWKHFRQWHQW RI
 *LOO DWWULEXWHVWKLVSRVLWLRQWRKLVUHDGLQJRI(OOXO¶V +RSHLQ7LPHRI$EDQGRQPHQW  S
 ,QWKLVZD\(OOXO :KDW,%HOLHYHFRQQHFWVGLDOHFWLFZLWKWKHPRYHPHQW RIKLVWRU\³'LDOHFWLF H[SUHVVHVWKH
PRYHPHQW RIOLIH LWVHOIDQGLVLQGLVSHQVDEOHIRUKLVWRU\´ (OOXO -DFTXHV:KDW,%HOLHYH7UDQVODWHGE\
*HRIIUH\:%URPLOH\ *UDQG5DSLGV0LF (HUGPDQV  'DUU\O )DVFKLQJ³7KH(WKLFDO ,PSRUWDQFHRI
8QLYHUVDO6DOYDWLRQ´IXUWKHUFODULILHV(OOXO¶V SRVLWLRQIURP D6FULSWXUDO SHUVSHFWLYH³%LEOLFDO OLWHUDWXUH LWVHOI
OLPLWV WKLVGLDOHFWLF WRKLVWRU\´ )DVFKLQJ'DUU\O ³7KH(WKLFDO ,PSRUWDQFHRI8QLYHUVDO6DOYDWLRQ´(OOXO
6WXGLHV)RUXPYRO$XJ SS±$FFHVVHG-XO\

EHLQJ LVGLVFORVHG ZLWKLQ WKHWHQVLRQ RISUHVHQFH DQGDEVHQFHZKLOH IRUP DQG FRQWHQW UHPDLQ LQ
XQLW\ DVDPHVVDJH LQ FRQWLQXLW\ RYHUWLPH WKURXJK PHPRU\ZKLFK WHFKQLTXH DFWLYHO\ ZRUNVWR
HOLPLQDWH E\GHPDQGLQJ DWWHQWLRQ WRWKHQHZWKHPRUH DQGWKHQH[W DFWLRQ LQ WKHOLQHDU
SURJUHVVLRQ RIPHDQV ZLWKRXW DQHQG7KHZKROH RIWKLV PHVVDJH DVPHPRU\ KDVPHDQLQJ DV
EHOLHI RQWKHEDVLV RIEHLQJ QRWGRLQJ EHFDXVH WKH:RUGZRUGLV LQVHSDUDEOH IURP WKH3HUVRQ 
SHUVRQZKRVD\V LW (OOXO /LYLQJ)DLWK7KLV QRWLRQ VLWXDWHV WUXVW LQ SHUVRQV QRW DFWLRQV DV
WKH VHDWRI DOO DXWKHQWLFDOO\ KXPDQ LQVWLWXWLRQV
(OOXO¶V QRWLRQ RIEHOLHI LQ DVVRFLDWLRQ ZLWK DQ DFWRI DXWKHQWLF FRPPXQLFDWLRQ FRPHV LQWR
H[LVWHQFH EHFDXVHRI WUXVW LQ DSHUVRQ EHKLQG WKHZRUG/LYLQJ)DLWK $OO DXWKHQWLF KXPDQ
UHODWLRQV GHILQHG LQ WHUPVRIDQ LQWHUVXEMHFWLYH WUXVW LQ EHLQJ IRU EHLQJ WKHUHIRUH GHSHQGXSRQ
WKH LQGLYLGXDO VXEMHFW LQ UHODWLRQ WRDQRWKHU LQGLYLGXDO DVWKHREMHFW RIWKDW UHODWLRQ 7KH VHOI GRHV
QRWVSHDNIRU LWV RZQEHQHILW EXWIRU WKHEHQHILW RIWKHRWKHU HQFRXQWHUHG LQ WKH VLWXDWHG HYHQW 
7KHUHIRUH DXWKHQWLF ODQJXDJH FRQYH\V PHDQLQJ LQ WKHFRQWH[W RI DVLWXDWHG VXEMHFW VSHDNLQJ
IURP DSRVLWLRQ WKDW LV QRWRXUVZKLOH KHOG ZLWKLQ WKHFRQWH[W RI D UHODWLRQ WRRXUVDWDSDUWLFXODU
SRLQW LQWLPH&RQVHTXHQWO\ LW FDQEHVWDWHG WKDW DOO DXWKHQWLF FRPPXQLFDWLRQ LVHPEHGGHGZLWK
WKHTXDOLW\ RI³ZKHUHQHVV ´ H[FOXVLYHO\ DVVRFLDWHG ZLWK WKH VLWXDWHG VSHDNHUDTXDOLW\ WKDW
EHFDXVHRILWV WLH WRWLPH SODFH DQGVSDFHLV LQVHSDUDEOH IURP WKHG\QDPLF RIOLIH DQGSURYLGHV
QRGHJUHHRIIL[HG FHUWDLQW\ $ODQJXDJH HPEHGGHGZLWK DVHQVHRI ³ZKHUHQHVV ´ ILQGV LWV VROH
VRXUFH LQ WKH FRQFUHWH SUHVHQFHRILQGLYLGXDO LQWHUORFXWRUV DQGLV UHFRJQL]HG DVEHLQJ IRUEHLQJ
WKURXJK WKHPXWXDOLW\ RIWUXVW 
(OOXO /LYLQJ)DLWKVWDWHV WKDW ³>O@DQJXDJH LVWUXHZKHQ ZHFDQ WUXVW WKHRQHZKRVSHDNV
LW $QGWRWUXVW WKDW SHUVRQ LV WRSXW RXUIDLWK LQ KLV RUKHUZRUG ´ 7KLV SURSRVLWLRQ LPSOLHV
DFRQVFLRXV UHFRJQLWLRQ RIWKH DXWKHQWLF SUHVHQFHRIEHLQJ DVWKH VRXUFHRI WKHZRUG7KH OLYLQJ

FRQFUHWH DQGVLWXDWHG VXEMHFW LPEXHV WKHZRUGZLWK WKHSUHVHQFHRI EHLQJ LQ WKHFRQWH[W RI ERWK
LWV EDFNJURXQG DVVXPSWLRQV DQGLWV UHODWLRQ WRWKHREMHFWEHIRUH LW WKXV EHVWRZLQJ LWZLWK DVHQVH
RI³ZKHUHQHVV ´ ,Q(OOXO¶V WKHRU\ RIWHFKQLTXH DWHFKQLFDO PHDQV LV FKDUDFWHUL]HG E\LWV ODFNRI
³ZKHUHQHVV ´ LQ DVVRFLDWLRQ ZLWK DVLWXDWHG VXEMHFW :KHQ ³ZKHUHQHVV ´ LV ODFNLQJ WKHUH LV QR
UHFRJQLWLRQ RIEHLQJ RQO\ DQH[SUHVVLRQ RI³VKHHU WKHUHQHVV ´ WKDW SRLQWV WRZDUGWKH DQRQ\PRXV
GLVHPERGLHG DFWLRQ RIQRSDUWLFXODU KXPDQ VXEMHFW $VDQDQRQ\PRXV VRXUFHRIGLVHPERGLHG
DFWLRQ WKHPHDQV ODFNVWKH DELOLW\ WRFKDOOHQJH DFWLRQ LW FDQRQO\ UHSOLFDWH ZKDW LVPDGHYLVLEOH
LH UDWLRQDO ± DSRVLWLYH RUQHJDWLYH UHDFWLRQ,QFDSDEOH RIUHWXUQLQJ WRGLDOHFWLF IRUP IRUODFNRI
DFRQFUHWH VXEMHFW WKDW ERWKUHFRJQL]HV DQGDVVHUWVWKHGLDOHFWLF SUHVHQFHRIEHLQJ WKHPHDQV FDQ
RQO\ UHSURGXFH DQ LPDJH RIWKHPHFKDQL]HG WHFKQLFDO IRUP WKDW LQ LWV VLQJXODULW\ SURFHHGVDVD
SXUHO\ SRVLWLYH SURJUHVVLRQ RIPHDQLQJOHVV FRQWH[WIUHH DFWLRQ ,Q LWV VHSDUDWLRQ IURP DQ
DXWKHQWLF GLDOHFWLF FRQVFLRXVQHVV WKHPHDQV ODFNV WKHUHIOH[LYLW\ RI ³EHLQJ ´ QHFHVVDU\ IRUWKH
IRUPDWLRQ RIFRQWHPSODWLYH WKRXJKW ZKLFK (OOXO YLHZV ³DVWKH VRXUFHRI LQGLYLGXDO VWUHQJWK WR
EUHDNWKHV\VWHP ´ $XWRSV\RI5HYROXWLRQ &RQWHPSODWLRQ UHTXLUHV DUHWXUQ WRGLDOHFWLF
FRQVFLRXVQHVV JURXQGHG LQ WKHUHFRJQLWLRQ RIWKH DXWKHQWLF SUHVHQFHRIUDGLFDO VXEMHFWLYLW\ LH
DEHLQJ IRU EHLQJ WKDW LV DORQH FDSDEOHRIDVVHUWLQJ WKH OLPLW WKH H[LVWHQWLDO ³QR ´ WKDW IRU(OOXO
PDNHVSRVVLEOH WKH ³\HV ´ RI FRQFUHWH UHDOLW\ DVJLYHQ E\'LYLQH 2UGHU
5DGLFDO6XEMHFWLYLW\ DQG WKH([LVWHQWLDO1R
)URP WKHSHUVSHFWLYH RI(OOXO¶V VRFLRORJ\ WKHQRWLRQ RI³RSHQQHVV ´ LV JURXQGHG LQ WKH
SKHQRPHQRORJLFDO H[SHULHQFH RIDVXEMHFW REMHFWLRQ UHODWLRQ GHSHQGHQW XSRQ WKH UHFRJQLWLRQ RI
GLIIHUHQFH DQGGLVWDQFH IRUP DQGFRQWHQW +RZHYHU(OOXO¶V 7ULQLWDULDQ WKHRORJ\ LQIRUPV WKLV




IURP DQGLQ LQFRQWURYHUWLEOH XQLW\ ZLWK DQRQWRORJ\ RI%HLQJ 7KLV RQWRORJLFDO UHDOLW\ LQIRUPV
ERWKWKH FRQGLWLRQV DQGWKHOLPLWV RIKXPDQ UHODWLRQ ZLWK WKH'LYLQH LQ DGGLWLRQ WRHVWDEOLVKLQJ D
GLVWLQFWLRQ EHWZHHQKXPDQ ZLOO DQG'LYLQH SXUSRVH 7KHRQWRORJLFDO UHODWLRQ EHWZHHQ%HLQJ DQG
EHLQJ DFFRUGLQJ WR(OOXO HVWDEOLVKHV DIUHHGRP DQGDOLPLW ILUVW WKHIUHHGRP WRFUHDWHDQG
RYHUFRPH FRQVWULFWLRQ E\PDWHULDO UHDOLWLHV WKURXJK WKHGHYHORSPHQW RIKXPDQ SRVVLELOLW\ DQG
VHFRQGDQ LQWHOOHFWXDO OLPLW WRWKHSRZHURIWKHVHSRVVLELOLWLHV DVDSRZHULQ LWV RZQULJKW LHD
SRZHUDSDUWIURP WKH'LYLQH VRXUFH IURP ZKLFK KXPDQ LQWHOOHFWXDO SRVVLELOLW\ LWVHOI LVGHSHQGHQW 
:LWKLQ WKH DIRUHPHQWLRQHG FRQVWUXFW KXPDQ IUHHGRP PLJKW EHGHILQHG LQ WHUPV RIDQ
³RSHQ ´ VSDFHRIUHODWLRQ FKDUDFWHUL]HG DQGPDGHSRVVLEOH E\WKHOLPLW WKH UHDOL]DWLRQ RIZKLFK
DVVHUWV D³QR ´ LQ FRQWLQXDO WHQVLRQ DQGXQLW\ ZLWK WKH³\HV ´ :LWKLQ WKLV FRQVWUXFW WKHKXPDQ
LQWHOOHFW UHPDLQV LQ IXOO UHDOL]DWLRQ RI LWV IUHHGRP WRDFWZLWKLQ WKH OLPLWV RI WKHUHODWLRQ
HVWDEOLVKHG E\WKH&UHDWRU(OOXO PDLQWDLQV WKDW FRQWLQXDO DQGUHQHZHG DZDUHQHVV RIWKH WHQVLRQ
EHWZHHQ WKHVH FRQWUDULHV ± DGLDOHFWLF DZDUHQHVVRI UHDOLW\ DVJLYHQ DQGQRWPDGH ± LVQHFHVVDU\
WRSUHYHQW FROODSVH EHWZHHQ WKHKRO\ DQGWKH VDFUHG 7KHGLDOHFWLF WHQVLRQ WKDW SUHVHUYHV WKH
VSDFHRIDXWKHQWLF RSHQQHVV LQYROYHV UHGLVFRYHU\ RI DQDZDUHQHVV WKDW WKHKXPDQ LQWHOOHFW PD\
³JR WRWKHYHU\ ERUGHURI WKH³+RO\ ´ EXW QRIXUWKHU´ 3UHVHQFH(OOXO 3UHVHQFHWKXV
PDLQWDLQV WKDW ³>R@QH RIWKHPDLQ IXQFWLRQV RIWKH LQWHOOHFWXDO VHDUFK ´ LVWR³UHGLVFRYHU WKHOLPLWV
RIWKH+RO\ EXWWRVWRSZLOOLQJO\ ZKHQ DUHLQ GDQJHU RILQYDGLQJ WKHVSKHUHRI WKH+RO\    ´
7KLV ZLOOLQJQHVV LQYROYHV DVVHUWLRQ RI(OOXO¶V WKHRORJLFDOO\ JURXQGHG H[LVWHQWLDO ³QR´
 9DQ9OHHW VXJJHVWVWKDWLQ(OOXO¶V GLDOHFWLFDO WKHRORJ\³WKHRQWRORJLFDOVWDWXVRI*RG´FDQRQO\EHXQGHUVWRRGLQ
WHUPVRIWKH³FRQFUHWHG\QDPLFUHDOLW\RI*RG¶VEHLQJ´LQ WKH7ULQLW\'LDOHFWLF7KHRORJ\DQG-DFTXHV(OOXO  
 7KH³KRO\´LPSOLHV DVHSDUDWLRQEH\RQGWKHKXPDQDELOLW\ IRUH[SHULHQFHZKLOH WKH³VDFUHG´LVDFRQVWUXFWRI
EHOLHI WKDWGHSHQGVXSRQH[SHULHQWLDO DJUHHPHQW
 7KHQRWLRQRIZKDWLVUHIHUUHGWRKHUHLQDV(OOXO¶V H[LVWHQWLDO ³QR´LVJURXQGHGLQ.LHUNHJDDUG¶V FRQFHSWLRQRI
VLOHQFHDQGUHIXVDODVUDGLFDOO\ VXEMHFWLYHH[SUHVVLRQVRIWKHLQQHUVSLULWXDOOLIH RIWKHLQGLYLGXDOZKLFKPXVWEH
SHUPLWWHGWRILQGH[SUHVVLRQLQRUGHUIRUDQHWKLFDOOLIH LQUHODWLRQWRH[LVW 7KH&KULVWRFHQWULFIRXQGDWLRQRI(OOXO¶V
H[LVWHQWLDOLVP DQGWKHSRVLWLYHSRZHURIWKH³QR´KDVEHHQH[SORUHG LQSUHYLRXVOLWHUDWXUH E\5LFN &OLIWRQ0RRUH
³+HJHPRQ\$JHQF\DQG'LDOHFWLFDO 7HQVLRQLQ(OOXO¶V 7HFKQRORJLFDO6RFLHW\´ DQG-DPHV( 6NLOOHQ LQ

JLYHQ IURP DSRVLWLRQ RI UDGLFDO VXEMHFWLYLW\ LH IURP DSRVLWLRQ RI EHLQJIRUEHLQJ7KH
7HFKQRORJLFDO%OXII 
7KH VSHHFKDQG DFWLRQ RIWKHSHUVRQDVVHUWLQJ WKH H[LVWHQWLDO ³QR ´ WHPSRUDULO\ LQWHUUXSWV
WKH V\VWHPDWLFDOO\SURGXFHG ³\HV ´ RIWHFKQLFDO PHDQV VHHNLQJ WR³REOLWHUDWH´ RU³GLVJXLVH ´ WKH
QHJDWLYH RUFRQWUDU\ IDFW )RU(OOXO WKH H[LVWHQWLDO ³QR ´ DFWVDVDGLVUXSWLRQ WR WKHXQUHIOHFWLYH
SURSDJDWLRQ RI WHFKQLFDO PHDQVE\DOORZLQJ WKHGLDOHFWLF UHDOLW\ RIDXWKHQWLF EHLQJ WRHQWHU DVD
FRUUHVSRQGLQJO\ DXWKHQWLF IRUP RISUHVHQFH WKHUHE\ PDNLQJ SRVVLEOH DQRSHQLQJ LQ WKHFORVXUH
RIWHFKQLFDO FRQVFLRXVQHVV :KHQ WHFKQLTXH VXFFHHGV LQ HOLPLQDWLQJ RUVXSSUHVVLQJ WKH
H[LVWHQWLDO ³QR ´ WKH UHVXOW LV WHFKQLFDO ³PRQRORJXH ´ ZKLFK WKURXJK WKHREOLWHUDWLRQ RIGLVWDQFH
DQGGLIIHUHQFH FORVHV WKRXJKW DQGDFWLRQ LQWR DQHQGOHVV PHDQV RI UHSOLFDWLRQ RILWV VWUXFWXUDO
VLQJXODULW\ (OOXO UHFRJQL]HV WKDW DODQJXDJH FRQVWLWXWLYH RIDQGFRQVWLWXWHG E\WKLV VWUXFWXUDO
VLQJXODULW\ LV DUWLILFLDO LH LW UHSUHVHQWV DQDUWLILFH RIDXWKHQWLF OLYLQJ ODQJXDJH )XUWKHUPRUH
(OOXO UHFRJQL]HV WKLV VWUXFWXUDO VLQJXODULW\ DQGWKHUHVXOWLQJ HQGOHVV SURJUHVVLRQ RIPHDQV
UHSUHVHQWV WKHWUDYHUVDO RIDQDWXUDO OLPLW VLWXDWLQJ OLIH ZLWKLQ FRQFUHWH UHDOLW\ 7KLV OLPLW
UHSUHVHQWV WKHIRFDO SRLQW ZKHUHE\ (OOXO¶V &KULVWRFHQWULF HWKLF DQGSKLORVRSK\ RI FRPPXQLFDWLRQ
LQWHUYHQHV WRLQIRUP KLV VRFLROLQJXLVWLF WKHRU\ )RU(OOXO WKH WUDYHUVDO RIOLPLWV SUHVFULEHG E\
DQGZLWKLQ 'LYLQH RUGHUDVUHYHDOHG WKURXJK WKH:RUGGUDZKXPDQLW\ DZD\ WKH VSLULWXDO 
PDWHULDO WHQVLRQ RIFRQFUHWH UHDOLW\ DQGLQWR DQDUWLILFLDO UHDOLW\ WKH VROH SXUSRVHRIZKLFK LV WR
KLVGLVFXVVLRQRI(OOXO DQG+RUNKHLPHU ³3URSKHF\&ULWLTXH $FWLRQ3ROLWLFDO 3KLORVRSK\LQWKH/LJKWRI%LEOLFDO
5HYHODWLRQ´
 (OOXO -³(SLORJXH2Q'LDOHFWLF´ S







UHVROYH WKLV WHQVLRQ WKURXJK SURGXFWLRQ DQGUHSURGXFWLRQ RIHQGOHVVO\ LQFUHDVLQJ IRUPV RI
DEVWUDFWLRQ WKDW JLYH SULRULW\ WRDFWLRQ RYHU EHLQJ
(OXO¶V H[LVWHQWLDO ³QR ´ LV WKHLFRQRFODVWLF KXPDQ H[SUHVVLRQ RI'LYLQH 2UGHUSDU
H[FHOOHQFHEHFDXVHLW FRQVWLWXWHV DUHVSRQVH WRWKH FDOO RI%HLQJ IRU EHLQJ HVWDEOLVKLQJ DSRLQW RI
RULJLQDWLRQ IRU DOO DXWKHQWLF IRUPV RIUHODWLRQ EHWZHHQEHLQJV IRUEHLQJ ,Q(OOXO¶V &KULVWRFHQWULF
HWKLF DQGSKLORVRSK\ RI FRPPXQLFDWLRQ DQDXWKHQWLF KXPDQ OLIH RIIUHHGRP DQGPDVWHU\ RYHU
WKH FRQVWUDLQWV RIZRUOGO\ LPPDQHQFH FDQRQO\ EHGHILQHG LQ WHUPV RILWV FRPPLWPHQW WR
³GLDOHFWLF DZDUHQHVV ´ UHTXLULQJ H[SUHVVLRQ RI WKH³QR ´ WKDW JURXQGV H[LVWHQFH ZLWKLQ WKHUHDO 
(OOXO¶V ³GLDOHFWLF DZDUHQHVV ´ LV WKHFRQGLWLRQ IRUKXPDQ FUHDWLYLW\ ± LW LV DQDZDUHQHVV WKDW
UHTXLUHV LQGLYLGXDO VXEMHFWV WROLYH RXWWKH WHQVLRQ FUHDWHGE\DQGZLWKLQ WKH OLPLWV RIWKH\HV
ZLWKLQ WKHQRRI FRQFUHWH UHDOLW\ ³'LDOHFWLF DZDUHQHVV ´ FDQWKXV EHVHHQLQ (OOXO¶V WHUPV DVD
GHHSO\ H[LVWHQWLDO DQGSKHQRPHQRORJLFDOO\ JURXQGHG QRWLRQ GHSHQGHQW XSRQ WKH DFWRIKHDULQJ
DQGUHFHLYLQJ *RG¶V:RUG $Q LQGLYLGXDO EHLQJ PXVW ILUVW KHDU WKHFDOO RI WKH:RUGDQG
HQJDJH LQ WKHH[LVWHQWLDO OLVWHQLQJ DWWHQGDQW WREHLQJLQ GLDORJXH VRWKDW WKH6SLULW PD\ LQWHUYHQH
LH SDUWLFLSDWH LQ WKHDFWLRQ RI FUHDWLRQ $JDLQ WKLV FRQVWUXFW LPSOLHV DQDXWKHQWLF UHODWLRQ D
GLDORJLF SDUWQHUVKLS WKDW VHHNVPHDQLQJ DVWKHRXWFRPH DQG WKHSRVVLELOLW\ WKDW VRPHWKLQJ QHZ
PD\ HPHUJH DVXQGHUVWDQGLQJ ³8QGHUVWDQGLQJ ´ DPRXQWV WRDIOHHWLQJ PRPHQW RI V\QWKHVLV WKDW
OLNH WKHZRUGDSSHDUVDQGWKHQ GLVDSSHDUV ZLWKRXW OLQJHULQJ ORQJ HQRXJK IRU QRHWLF
VWUXFWXUDOL]DWLRQ WRWDNHKROG
 (OOXO 7R:LOODQG7R'RSODFHVHWKLFDOUHFRJQLWLRQRIWKHFRQWUDGLFWLRQDVDFRQVHTXHQFH RIKHDULQJWKH:RUG
³7KHUHLVILUVWRIDOO WKHKHDULQJRIWKH:RUGRI*RGZKRLQPDQLIHVWLQJ KLVZLOO SURGXFHVIDLWKDQGKRSHLQXVWKHQ
DIWHUZDUGDSSHDUVWKHFRQIOLFWLQWRZKLFKZHHQWHUZKHQHYHUZHZLVKWRREH\*RG¶VZLOO´   (OOXO -DFTXHV7R
:LOO	WR'R$Q(WKLFDO5HVHDUFKIRU&KULVWLDQV3KLODGHOSKLD 3LOJULP 3UHVV
 )RU(OOXO WKHPHDQLQJ RIWKHHYHQWFDQEHVDLGWREHIRXQGLQWKHLQDELOLW\ WRIRUP DQRHWLFVWUXFWXUH± WKH
DSSHDUDQFHRINQRZLQJZKLOH LWVVRXUFHUHPDLQVDP\VWHU\HYHQWKRXJKLWFRQWLQXDOO\PDNHVLWVHOINQRZQ

(OOXO HPSKDVL]HV WKDW WKHFUHDWLYH DFWGRHVQRW LQYROYH UDWLRQDO LQWHOOHFWXDO V\QWKHVLV EXW
UDWKHU DQLUUDWLRQDO FUHDWLYH V\QWKHVLV WKDW GHVWUR\V DOO SUHYLRXV DVVXPSWLRQV WKURXJK DQ
³H[SORVLRQ ´ WKDW DOWHUV DZDUHQHVV (OOXO IXUWKHU PDLQWDLQV WKDW KXPDQ FUHDWLYH V\QWKHVLV GRHV
QRWHQWDLO D³SHDFHIXO WUDQVLWLRQ ´ EXWUDWKHU FRQVWLWXWHV DGHVWUXFWLYH PRYH WKDW RSHQV WR
DZDUHQHVV RIQHZSRVVLELOLWLHV (SLORJXH 2Q'LDOHFWLF &UHDWLYH V\QWKHVLV FDQWKXV EHVHHQ
DVDPRYHPHQW WKDWFUHDWHV DQRSHQLQJ WKURXJK DQDFWRIGHVWUXFWLRQ WKDW UHQHZV OLIH UDWKHU WKDQ
HOLPLQDWHV LW 'HVWUXFWLRQ KHUHGRHVQRW UHVXOW LQ ILQDOLW\ EXWLQ FRQWLQXDWLRQ 7KLV LVZK\ IRU
(OOXO LQGLYLGXDO DVVHUWLRQ RIWKH ³QR ´ LQ WKHIDFHRISUHVVXUH WRFRQIRUP WRWKH³\HV ´ RIPDVV DQG
DQRQ\PRXV ZLOO LVQRW DPHUH VXJJHVWLRQ EXW DSURIRXQGO\ H[LVWHQWLDO KXPDQ REOLJDWLRQ (OOXO
WDNHVWKHGHRQWRORJLFDO SRVLWLRQ WKDW WKH H[LVWHQWLDO ³QR ´ FRQVWLWXWHV D³ILUVW GXW\ ´ RIKXPDQ
UHVSRQVLELOLW\ LQ RUGHUWRHQVXUH ³IUHHGRP RIFKRLFH DQGGHFLVLRQ ´ (SLORJXH 2Q'LDOHFWLF 
7KH ³QR ´ UHSUHVHQWV DQH[LVWHQWLDO OLPLW WKDW SDUDGR[LFDOO\ SURWHFWV WKH VSDFHRIIUHHGRP DQG
FKRLFH E\DFWLQJ DVWKH FRQGLWLRQ E\ZKLFK WHPSRUDU\ FUHDWLYH V\QWKHVLV PLJKW FRPHLQWR EHLQJ 
)RU(OOXO WKH H[LVWHQWLDO ³QR ´ LV LQ LWV YHU\ HVVHQFH LFRQRFODVWLF LQ WKH IDFHRILQDXWKHQWLF
WHFKQLFDO UHDOLW\ EHFDXVHLW EULQJV LQWR SUHVHQFH DIRUP RIPHGLDWLRQ WKDW LVIXOO\ DOLYH 
7KH H[LVWHQWLDO ³QR ´ LV DPHDQV RIDVVHUWLQJ WKHGLDOHFWLF RUGHURI WKHUHDO DJDLQVW WKHIRUFH
RIWHFKQLFDO DXWRQRP\ WKHUHE\ RSHQLQJ DVSDFHZKLFK SHUPLWV KXPDQ EHLQJ WRTXHVWLRQ KLV KHU
FRPPLWPHQW WRWKHXQUHIOHFWLYH DFWLRQ GHPDQGHG 7KH H[LVWHQWLDO ³QR ´ DVVHUWV D³ZKHUHQHVV ´
DJDLQVW WKH VKHHU ³WKHUHQHVV ´ RI DQRQ\PRXV WHFKQLFDO ODQJXDJH FRPSHOOLQJ ³EHLQJ ´ WRH[LW WKH
FORVXUH RIPRQRORJLF WHFKQLFDO FRQVFLRXVQHVV DQGJDLQ HQWUDQFH WRWKHRSHQIUDPHZRUN RI
 (OOXO HPSKDVL]HVGLDOHFWLF DZDUHQHVVDQGOLPLWDWLRQ E\WKHH[LVWHQWLDO QHJDWLYHDVDFRQGLWLRQIRUFUHDWLYH
V\QWKHVLVE\VWDWLQJ³>F@UHDWLYHV\QWKHVLVLVUHDFKHGRQO\ZLWKH[SORVLRQVDQGDFWVRIGHVWUXFWLRQ7KLVDSSOLHVLQ
HYHU\GLDOHFWLFPRYHPHQW´ ³(SLORJXH 2Q'LDOHFWLF´ 
 0DVVZLOO LV³DQRQ\PRXV´EHFDXVHHYHU\ERG\ LVDQDEVWUDFWQRWLRQODFNLQJZKHUHQHVV DQGSDUWLFXODULW\ RI
EDFNJURXQGZKLOH VRPHERG\ FDQRQO\UHIHUWRDVLWXDWHGVXEMHFWFRQVWLWXWHGE\WKHXQLTXHQHVVRIEDFNJURXQGWKDW
FRQVWLWXWHVZRUOGYLHZ,QOLJKWRIWKLVFODULILFDWLRQ LWLVVLJQLILFDQWKHUHWRHPSKDVL]H WKDWWKHWHUPV³PDVV´DQG
³LQGLYLGXDO´ DUHSULPDULO\ GLVWLQJXLVKHGDVWZRGLIIHUHQWIRUPV RIGLVFXUVLYHHPERGLPHQW DQRWLRQWKD WLVFHQWUDOWR
XQGHUVWDQGLQJ(OOXO¶V FULWLTXHRIWHFKQRORJLFDOFLYLOL]DWLRQ

GLDOHFWLF DZDUHQHVV SURYLGLQJ LPSHWXV IRU FRQWHPSODWLRQ (OOXO¶V H[LVWHQWLDO HWKLF EHJLQV ZLWK
WKH ³ZKHUHQHVV ´ RI LQGLYLGXDOV PHHWLQJ HDFKRWKHU LQ WKH FRQFUHWHQHVV RI SDUWLFXODU
XQH[FHSWLRQDO HYHU\GD\ VLWXDWLRQV +HVWDWHV ³,EHOLHYH LQ WKHSRVVLELOLW\ RIDQHWKLFV RIWKH
LQGLYLGXDO RIIUHHGRP RIFKRLFH RIUHVSRQVLELOLW\ DQHWKLFV RIHYHU\GD\ OLIH FRQTXHULQJ WKH
SUHVHQW LQVWHDG RIFRQVWDQWO\ IOHHLQJ WRDQLGHDOL]HG HOVHZKHUH >HPSKDVLV PLQH@    ´/LYLQJ
)DLWK(OOXO¶V FRQWH[WXDO ³ZKHUHQHVV ´ RI EHLQJ LV QRWDQLGHDOL]HG VLWXDWLRQ EXW DFRQFUHWH
VLWXDWLRQ FRQFHUQLQJ FRQFUHWH LQGLYLGXDOV ZLWKLQ DSDUWLFXODU SODFH VSDFHDQGWLPH 
³:KHUHQHVV ´ LV WKH ILUVW FRQGLWLRQ IRU HVWDEOLVKPHQW RIDQDXWKHQWLF SKHQRPHQRORJLFDO UHODWLRQ
WKH UHFRJQLWLRQ RI WKHPLQH LQ PHDQLQJIXO RSSRVLWLRQ ZLWK WKHQRWPLQH DVH[SHULHQFHG ZLWKLQ WKH
ERXQGDULHV RI DSDUWLFXODU DQGFRQFUHWH WLPH DQGVSDFH&RQWH[WLVIRUPHG ZLWKLQ WKLV VSDFHRI
PHDQLQJIXO RSSRVLWLRQ E\WZRRUPRUH IRUPV RIEHLQJ GHILQHG DVPXFK E\ZKDW WKH\ DUH DVZKDW
WKH\ DUHQRWE\WKHGLVWDQFH WKDWPDNHV WKLV UHDOL]DWLRQ SRVVLEOH ZLWKLQ FRQVFLRXVQHVV DQGE\WKH
IUHHGRP IRU EHLQJ WRERWKH[SHULHQFH DQGEHH[SHULHQFHG LQ WHUPVRI WKHQHJDWLYH WKDW WKLV
GLVWDQFH DQGGLIIHUHQFH LPSOLHV %ULHIO\ VWDWHGSKHQRPHQRORJLFDO ³ZKHUHQHVV ´ GHSHQGVXSRQ D
GLDOHFWLFDO DZDUHQHVV WKDW SHUPLWV IRUPDWLRQ RIDQHJDWLYH ZLWKLQ FRQVFLRXVQHVV 
'DUUHOO )DVFKLQJ 7KH7KRXJKWRI-DFTXHV(OOXOPRUH IXOO\ H[SOLFDWHV WKLV UHODWLRQVKLS LQ
WHUPV RI³DGLVHQJDJHPHQW WKDW SHUPLWV UHHQJDJHPHQW DWDQHZ OHYHO´  )DVFKLQJ
UHFRJQL]HV WKDW IRU(OOXO UHQHZDO EHJLQV IURP WKHSRVLWLRQ RIWKHQHJDWLYH ³>R@QHPXVW ILUVW
GLVHQJDJH EHIRUHRQHFDQUHHQJDJH 7KLV GLVHQJDJHPHQW ZRXOG EHPHDQLQJOHVV LQ(OOXO¶V YLHZ
LI LW GLGQRW SUHVXSSRVH DVROLGDULW\ ZLWK RWKHUV LQ WKHZRUOG ´ ,QWKLV VWDWHPHQW )DVFKLQJ
HPSKDVL]HV WKHQRWLRQ RIEHLQJLQUHODWLRQ DVWKHPRYHPHQW EHWZHHQGLVHQJDJHPHQW DQG
HQJDJHPHQW LH LQ VRPH FRQWH[WRIOLIH 7KLV PRYHPHQW LV FRQVLVWHQW ZLWK WKHGLDOHFWLF
SKHQRPHQRORJ\ RIDQRUDOH[FKDQJH ZKHUH H[SHULHQFH LV LQFRQWURYHUWLEO\ FRQQHFWHG ZLWK WKH

XQIROGLQJ H[SUHVVLRQ RIEHLQJ LQ WLPH WKURXJK WKHZRUGLQ LWV XQLW\ RI DSSHDUDQFH DQG
KLGGHQQHVV SUHVHQFH DQGDEVHQFH )URP WKHVWDQGSRLQW RIWKLV SKHQRPHQRORJLFDO IUDPHZRUN
µWUXWKIXO¶ PHDQLQJ FDQQRW EHIRXQG LQ DQ\ SDUWRI WKHPHVVDJH LQ LVRODWLRQ IURP LWVZKROH 
)XUWKHUPRUH WKHPHDQLQJ RIWKHZKROH RIWKHPHVVDJH LV FRQWLQXDOO\ FKDQJHG ZLWK WKH
LQWURGXFWLRQ RI HDFKQHZXWWHUDQFH LQ DPDQQHU WKDW LVQRW VLPSO\ DGGLWLYH EXW FRQWLQXRXVO\
WUDQVIRUPDWLYH 0HDQLQJ GHSHQGV DVPXFK XSRQ EUHDNV LQ FRPPXQLFDWLRQ WKH DEVHQFHRI
VSHHFK DVLW GRHVXSRQ LWV SRVLWLYH IORZ WKXV SUHVHQFH DQGDEVHQFH SRVLWLYLW\ DQGQHJDWLYLW\ DUH
QRWFRQWUDGLFWRU\ IDFWRUV EXW DXQLILHG ZKROH 
7KH1HJDWLYH*URXQG RI+XPDQ )UHHGRP DQG&UHDWLYLW\
,QKLV UHDGLQJ RI)DOVH3UHVHQFHRIWKH.LQJGRP )DVFKLQJ 7KH7KRXJKWRI-DFTXHV(OOXO
QRWHV WKDW(OOXO¶V ³QR ´ SUHVHQWV WKH FRQGLWLRQ IRUWKH ³\HV ´ UDWKHU WKDQ WKH UHYHUVH
³7KH ³<HV ´ RI*RGLV SURQRXQFHG LQ UHODWLRQ WRDSUHYLRXV ³1R ´ :LWKRXW WKH
³1R ´ WKHUH LVQR³<HV´    %XW MXVW DVUHSHQWDQFH KDV DOZD\V WREHUHQHZHG LQ WKH
&KULVWLDQ OLIH    WKH ³1R ´SURQRXQFHG E\*RGRYHUPDQ DQGKLVZRUNVDQGKLV
KLVWRU\ LV D³1R ´ZKLFK LV WRWDO UDGLFDO DQGHYHUSUHVHQW    :HPXVW PDLQWDLQ
WKHGLDOHFWLF RIWKH ³1R ´DQG WKH³<HV´    ³<HV ´ PDNHVQRVHQVHXQOHVV WKHUH LV
DOVR WKH³1R ´ DQG,UHJUHW WRSRLQW RXW WKDW WKH³1R ´ FRPHV ILUVW WKDW GHDWKFRPHV
EHIRUH UHVXUUHFWLRQ ´ )DOVH3UHVHQFHRIWKH.LQJGRP S
+HUH(OOXO FOHDUO\ LPSOLHV WKDW*RG¶V&UHDWLYH SUHVHQFHEHJLQV ZLWK WKH³QR ´ DQDEVHQFH
RUUHIXVDO ,WLVLPSRUWDQW KHUHWRQRWHWKDW LQ (OOXO DEVHQFHLV QRW WKHVDPH WKLQJ DV
³QRWKLQJQHVV ´ EHFDXVHLQ WKHWRWDOLW\ RI(OOXO¶V HVFKDWRORJLFDO GLDOHFWLF UHDOLW\ WKH
 7KLVLVDWKHRORJLFDOVWDQGSRLQWFUHGLWHGWRWKHLQIOXHQFHRI%DUWK

QHJDWLYH ZKLFK PDNHVSRVVLEOH WKHSRVLWLYH LV FRQQHFWHG ZLWK (WHUQDO SUHVHQFH D
SUHVHQFH WKDW OLHV ZKROO\ RXWVLGH RIDQ\KXPDQ H[SHULHQFH ZLWKLQ WLPH DQGVSDFH
7KHUHIRUH WKHQHJDWLYLW\ RIDEVHQFHRUODFNRIDSSHDUDQFHGRHVQRW LPSO\ DODFNRI
SUHVHQFHEXWUDWKHU DEUHDNLQFRPPXQLFDWLRQWKHDEVHQFHRIWKHZRUG
9DQ9OHHWPDNHV WKLV QRWLRQ FOHDUZKHQ KHGHVFULEHV WKHKXPDQ UHODWLRQ ZLWK *RG
DVDGLDORJXH ³*RG LVDQDFWLYH GLDORJXH SDUWQHU DQGDVLOHQW GLDORJXH SDUWQHU 7KLV
GLDOHFWLF UHODWLRQ FXOPLQDWHV LQ WKH,QFDUQDWLRQ RI -HVXV&KULVW    IXOO\ WUDQVFHQGHQW DQG
LPPDQHQW ´ 'LDOHFWLF7KHRORJ\DQG-DFTXHV(OOXO 7KH DEVHQFHRUQHJDWLYH IRUP RI
SUHVHQFH VXJJHVWHG KHUHE\9DQ9OHHW PDNHVSRVVLEOH ZKDW )DVFKLQJ UHIHUV WRDERYHDV
³DGLVHQJDJHPHQW WKDW SHUPLWV UHHQJDJHPHQW DWDQHZ OHYHO´  7KH7KRXJKWRI-DFTXHV
(OOXO (OOXO¶V DVVHUWLRQ RIWKH LPSRUWDQFH RIWKHQHJDWLYH WROLIHDOWHULQJ UHQHZDO FDQ
DOVREHFRQVLGHUHG WKURXJK WKHQRWLRQ RIORVLQJ RQH¶V VHOI WRILQG RQH¶V VHOI /LYLQJ)DLWK
,QRWKHUZRUGVWKHKXPDQ UHODWLRQ ZLWK *RGGRHVQRW SURFHHGLQ DSXUHO\
SRVLWLYH OLQHDU SURJUHVVLRQ EXWZLWKLQ WKH FRQWLQXRXV GLDOHFWLF PRYHPHQW EHWZHHQ
SRVLWLYLW\ DQGQHJDWLYLW\ /RVLQJ RQH¶V VHOI LPSOLHV DUHWXUQ WRWKHJURXQG IURP ZKLFK
EHLQJ LVFDOOHG IRUWK ± WKH³QR ´ RUDEVHQFHWKDW EUHDNVWKH IORZ RIFRPPXQLFDWLRQ 
9DQ9OHHW 'LDOHFWLF7KHRORJ\DQG-DFTXHV(OOXO IXUWKHU PDLQWDLQV WKDW ³   WKH
GLDOHFWLF OLQN EHWZHHQ FORVHG DQGRSHQ UHDOPV LQ (OOXO LV KRSH´ZKLFK QHHGVWREH³OLYHG
RXW ´ &RQWUDU\ WRZKDW WKHWHUP PD\ VXJJHVW ERWK9DQ9OHHW DQG*DEULHO 9DKDQLDQ
FRQQHFW (OOXO¶V ³KRSH ´ ZLWK DIRUP RI WKHQHJDWLYH 9DQ9OHHW VWDWHV WKDW ³KRSH LVWKH
³DQWLREMHFW ´ DQGWKH³DQWLGLVFRXUVH ´ EHFDXVH LW LV D³UHDOLW\ WKDW LVH[LVWHQWLDOO\
HQFRXQWHUHG DQGDFWHGRXW ´ 'LDOHFWLF7KHRORJ\DQG-DFTXHV(OOXO 9DKDQLDQ
 (OOXO GRHVQRWEHOLHYHLQWKHH[LVWHQFHRI³QRWKLQJ´DQGE\H[WHQVLRQWKHSRVVLELOLW\RI FUHDWLRQH[QLKLORRQWKH
EDVLVWKDW³QRWKLQJQHVV´LVQRWD%LEOLFDO FRQFHSWWKHUHLVDOZD\V VRPHWKLQJ6HH:KDW,%HOLHYH  

OLNHZLVH UHLQIRUFHV WKHQRWLRQ WKDW KRSHLV DVVRFLDWHGZLWK (OOXO¶V HWKLF RIUHIXVDO ³$V
PDQ¶V UHVSRQVH WRWKHVLOHQFH RI*RGKRSHLVQRW RQO\ DUHIXVDO RI*RG¶VVLOHQFH LW LV
DOVR DUHIXVDO RI D*RGZKR LV VLOHQW $*RGZKRLV VLOHQW LV QRW D*RGEXW DQLGRO´ 
³-DFTXHV (OOXO DQGWKH5HOLJLRXV ,OOXVLRQ ´ [[[LY ,Q FRQVLGHUDWLRQ RIWKHVHSRLQWV
(OOXO¶V &KULVWRFHQWULF HWKLF FDQEHVHHQDVJURXQGHG LQ DQHWKLF RIUHIXVDO RQHWKDW
UHFRJQL]HV WKH OLPLWDVWKHUHDO VRXUFHRISRZHU± WKH ³QR ´ RYHU WKH³\HV ´ 7KHSRZHURI
WKH OLPLW WKHDVVHUWLRQ RI WKHH[LVWHQWLDO ³QR ´ DVWKHEHJLQQLQJ SRLQW IRU FRQWLQXRXV
UHQHZDO ± WKHSRZHUWREHJLQ DJDLQ ± LV DSRZHUQRWDVVRFLDWHG ZLWK LPDJH EXWZLWK WKH
ZRUG
,Q7KH+XPLOLDWLRQRIWKH:RUG(OOXO UHLQIRUFHV WKHRQWRORJLFDO FRQQHFWLRQ
EHWZHHQ%HLQJ DQGEHLQJ WKURXJK WKHZRUGDVWKHPHDQV RI UHQHZDO LQ DOO DXWKHQWLF
KXPDQ UHODWLRQV 
³7KH KXPDQ ZRUGH[LVWV RQO\ EHFDXVH LW LV DSURGXFW RIWKH:RUGRI*RG   
+@XPDQ VSHHFK LV LQYHVWHG ZLWK XQOLPLWHG LPSRUWDQFH EHFDXVH*RGFKRVH WKH
ZRUGDVKLV PHDQV %HFDXVH*RGVSHDNVZKHQ DSHUVRQ VSHDNVDP\VWHULRXV
SRZHULV DWWDFKHG WRZKDW KHVD\V ´ 
7KH VRXUFHRIOLIH EHJLQV ZLWK WKH³QR ´ RI%HLQJ WKDW SUHFHGHV WKH ³\HV ´ RIDFWLYH
DSSHDUDQFH (OOXO¶V UHFRJQLWLRQ RIWKHH[LVWHQWLDO ³QR ´ DVDFRQFUHWH IRUP RI SUHVHQFH
PDNHV LW SRVVLEOH WRVLWXDWH KLV HWKLF DVDQHWKLF RIUHIXVDO RUFRQFHDOPHQW WKDW HQDFWV WKH
GLVWDQFH DQGGLIIHUHQFH LQKHUHQW LQ WKHP\VWHULRXV SRZHURIWKHZRUGWKDW GHVFHQGV IURP
WKH:RUG(OOXO¶V H[LVWHQWLDO ³QR ´ DOVRVHWV WKHIUDPHZRUN IRU DQXQGHUVWDQGLQJ RIWKH
GLVWLQFWLRQ EHWZHHQ UHVSRQVHYUHDFWLRQ 7KLV GLVWLQFWLRQ PDUNV WKHILQDO VWHSDQG
XOWLPDWH DLP RI(OOXO¶V LFRQRFODVWLF SHUVSHFWLYH FRQYHUVLRQ RIWKHXQUHIOHFWLYH WHFKQLFDO

UHDFWLRQ WRWKH UHVSRQVHRIDXWKHQWLF FRPPXQLFDWLRQ DULVLQJ IURP IXOO GLDOHFWLF DZDUHQHVV
WKDW GLVHQJDJHV EHLQJ IURP WKHFORVXUH RI WHFKQLFDOIRUP DQGUHVWRUHV WKHSRVLWLRQ RI
VXEMHFWLYH EHLQJ LQ UHVSRQVH WRDGLDOHFWLF IRUP5HVSRQVHRFFXUVZLWKLQ WKHRSHQRUGHU
SUHVHUYHGE\GLDOHFWLF FRQVFLRXVQHVV ± UHIOHFWLRQ DQGPHPRU\ DUHLQYROYHG 5HDFWLRQ
RQWKHRWKHUKDQG LVDPHFKDQLVWLF DFWFKDUDFWHUL]HG E\LWV DEVHQFHRIUHIOHFWLRQ DQG
FRQWHPSODWLRQ XSRQ WKHPHPRU\ RISDVWHYHQWV 7KHIRUPHU DV:LOOHP 9DQGHUEXUJ
³7KH (VVHQWLDO &RQQHFWLRQ %HWZHHQ WKH7ZR3DUWVRIWKH:RUNRI -DFTXHV(OOXO´
VXJJHVWV VXSSRUWV DOLYLQJ FRQVWUXFW RIFRPPXQLFDWLRQ ZKLOH WKH ODWWHU LQYROYHV WKH
LPLWDWLRQ RIDQDUWLILFH E\OLYLQJ VXEMHFW 
5HDFWLRQ YLHZHG WKURXJK WKHOHQV RI(OOXO¶V WKHRU\ RI WHFKQLTXH LQYROYHV DUHGXFWLRQ RI
GLDOHFWLF  GLDORJLF UHDVRQLQJ WRDPHFKDQLVWLF PRQR VWUXFWXUH ZKHUHE\ DFWLRQ VXEVXPHV DQ\
UHIHUHQFH WRWKH FRQWH[W WKDW HPHUJHV WKURXJK WKHUHFRJQLWLRQ RI EHLQJLQUHODWLRQ WRREMHFWVDQG
DFWLRQV 5HDFWLRQ LQYROYHV WKH UHSOLFDWLYH PHFKDQLVWLF DFWRIWKHPRQRORJLF VWUXFWXUH RI
WHFKQLTXH 'XH WRWKH DEVHQFHRIWKHGXDOLW\ RIVWUXFWXUH LH IRUP DQG EHLQJ LQ WKHXQLW\ RI
GLVWDQFH DQGGLIIHUHQFH UHDFWLRQ LV WKHRQO\ DFWLRQ SRVVLEOH ZLWKLQ WKH WHFKQLFDO IUDPHZRUN 
5HDFWLRQ LV GHWHUPLQHG E\LPSXOVH H[FOXVLYHO\ LQIRUPHG E\DWHFKQLFDOO\GHWHUPLQHG SDWKRV
ZKLOH DQ\ LQWHUYHQLQJ ORJRV RUHWKRV LV VLOHQFHG DQGLQYROYHV WKH H[FOXVLRQ RIDGLDOHFWLF IRUP RI
UHDVRQLQJ /LIH DVFRQFUHWH UHDOLW\ LQYROYHV SUHVHUYDWLRQ RIWKHGLDOHFWLF ± LW LQYROYHV ERWKDQ
DIILUPDWLRQ DQGDUHIXVDO WKDW LVLQWULQVLFDOO\ WLHG WRWKHGLDOHFWLF DPELJXLW\ RILQGLYLGXDO EHLQJ 
(OOXO¶V H[LVWHQWLDO ³QR ´ LQIRUPV DIUDPHZRUN IRUDXWKHQWLF FRPPXQLFDWLRQ FRQVLGHUHG
WKURXJK WKHFRQWUDVWLQJ DVVRFLDWLRQ RIOLIH YV DUWLILFH UHVSRQVHYVUHDFWLRQ DQGDVLWXDWHG
VXEMHFW YV WKHDQRQ\PLW\ RIPHDQV 7KHTXHVWLRQ RIUHVSRQVHYV UHDFWLRQ RSHQVWRDUHIOHFWLRQ
XSRQ VRPHRQH¶V VWDWHRIFRQVFLRXVQHVV UHJDUGLQJ WKH ORFXV RIFRPPLWPHQW LQYROYHG LQ HDFK ,Q

WKH FDVHRIUHVSRQVH WKH ORFXV RIFRPPLWPHQW LVZLWK EHLQJ LQ UHDFWLRQ WKH ORFXV RI
FRPPLWPHQW LVZLWK DFWLRQ (OOXO¶V LFRQRFODVWLF DSSURDFK DLPV WRLQWURGXFH DUKHWRULFDO DFWWKDW
GLVWXUEV XQFRQVFLRXV FRPPLWPHQW WRDFWLRQ WKURXJK WKH DZDNHQLQJ RIFRQVFLRXVQHVV ZLWK WKH
KRSHRIEULQJLQJ WKHH[LVWHQWLDO UHDVRQEHKLQG WKH LPSOLHG FRPPLWPHQW LQWR UHIOHFWLRQ (OOXO¶V
LFRQRFODVWLF DSSURDFKGHSHQGVXSRQ D&KULVWRFHQWULF UHYROXWLRQDU\ DWWLWXGH JURXQGHG LQ D
ZLOOLQJQHVV WRDVVHUW WKHH[LVWHQWLDO ³QR ´ EHFDXVH LQ (OOXO¶V WHFKQRORJLFDO PLOLHX KXPDQ EHLQJ
KDVLWVHOI EHFRPH WHFKQLTXH WKDW LVWKH FRPPLWPHQW WRDFWLRQ RYHUEHLQJ KDVEHFRPH
LQWHUQDOL]HG XQFRQVFLRXVO\ HQVODYLQJ KXPDQLW\ ZLWKLQ DV\VWHP RI DUWLILFH RIKLV KHURZQ
PDNLQJ ,Q(OOXO¶V WHFKQRORJLFDO PLOLHX RQO\ DUDGLFDOO\ VXEMHFWLYH DVVHUWLRQ RIWKHH[LVWHQWLDO
³QR ´ FDQLQWURGXFH WKHUXSWXUH WKDWPLJKW DOORZ FRQVFLRXVQHVV WREUHDNZLWK WKHV\VWHP $XWRSV\
RI5HYROXWLRQ 
(OOXO¶V([LVWHQWLDO ³1R´DV$QWL&ULWLFLVP
(OOXO LPSOLHV WKDW DVVHUWLRQ RI WKHH[LVWHQWLDO ³QR ´ DIUHHO\ JLYHQ DFWRIORYH JURXQGHG LQ D
UDGLFDOO\ VXEMHFWLYH DFFHSWDQFHRIIDLWK VKRXOG QRW EHFRQIXVHG ZLWK DQDFWRIFULWLFLVP 5DWKHU
WKH H[LVWHQWLDO ³QR ´ PDNHVSUHVHQW WKHVSLULW RI6XSUHPH MXGJPHQW WKHOLPLW REIXVFDWHG E\
WHFKQLFDO LPSHUDWLYHV IURP ZKLFK GHVFHQGVKXPDQLW\¶V IDOVH IDLWK LQ WKHSRZHURIWHFKQLFDO
PHDQV 7KH1HZ'HPRQV :KLOH WKHWHFKQLFDO REMHFWRIIDLWK FDQFKDQJH LQ REHGLHQFH WR
WKH VSLULW RI WHFKQLTXH ± WKHGHPDQG IRU DPRUH HIILFLHQW XQLYHUVDOL]LQJ DFWLRQ ± WKH WUDQVFHQGHQW
VSLULW RI*RGDOUHDG\ SUHVHQW LQ WKH:RUGLV(WHUQDO 7KH1HZ'HPRQV 7KHUHIRUH LI
KXPDQ ZRUGVFDQQRW UHIOHFW WKH:RUGE\EHLQJ SODFHG LQWR WKHVHUYLFH RI*RG¶V(WHUQDO PHDQV
WKH DSSURSULDWH UHVSRQVHPXVW WKHQEHVLOHQFH DUHIXVDO WRSODFH WKHZRUGLQWR WKH VHUYLFH RIDQ
LGRO (OOXO FKDUDFWHUL]HV WKLV HWKLF RIUHIXVDO LQ SUDFWLFH DVDOLIH OLYHG ³LQFRJQLWR ´ +RSHLQ7LPH

RI$EDQGRQPHQW DQLPLWDWLRQ RI&KULVW¶V UHIXVDO WRHQJDJH LQ WKHJDPH RIZRUOGO\
LOOXVLRQV 
(OOXO PDLQWDLQV WKDW WKH VKLIW LQ FRQVFLRXV FRPPLWPHQW IURP DFWLRQ WREHLQJ EHJLQV ZLWK D
GHPRQVWUDWLRQ RIOLIH OLYHG ³LQFRJQLWR ´ WKH UDGLFDOO\ VXEMHFWLYH SUHVHQFHRI DXWKHQWLF EHLQJ WKDW
GDUHVWRHPERG\ WKHGLDOHFWLF QHJDWLYH DQDEVHQFHRUUHIXVDO LQ UHVSRQVH WRWKHXQTXHVWLRQDEOH
GHPDQG WRFRQIRUP ZLWK DFROOHFWLYH IRUZDUG PRWLRQ WKDW GHPDQGV LWV VXSSUHVVLRQ
³,I &KULVWLDQV WDNHVHULRXVO\ WKH HYROXWLRQ RI WKLV VRFLHW\ WKH\ KDYH WRXQGHUVWDQG
WKDW LW LV QRWE\FRPPLWPHQW WRDFWLRQ WKDW WKH\ FDQPDNH DQ\ LPSRUWDQW FKDQJHV
LQ LW EXW E\WKHLQVHUWLRQ RI DFRPSOHWHO\ QHZDQGXQH[SHFWHG GLPHQVLRQ WKH
LQFRJQLWR ,WLV WKDWZKLFK LV SUHVHQFH WRWKHZRUOG WKURXJK WKHVKRFNRIUHIXVDO
WKURXJK WKHJDSOHIW YDFDQW WKURXJK WKH UHVXOWLQJ FKDVP WKURXJK WKHXQORRNHGIRU
EUHDNLQ FRQYHUVDWLRQ ´ +RSHLQ7LPHRI$EDQGRQPHQW 
+HUH(OOXO FRQQHFWV WKHQRWLRQ RILQFRJQLWR DQHWKLF RIUHIXVDO ZLWK WKHSRVVLELOLW\ RI UHQHZDO
WKURXJK DSSHDUDQFHRIWKHXQH[SHFWHG DEUHDNLQ WKHUDWLRQDO SURJUHVVLRQ RIWHFKQLFDO UHDVRQLQJ 
,QWKH WHFKQRORJLFDO PLOLHX WKH OLIH ³LQFRJQLWR´ WKHOLYHG H[SUHVVLRQ RIDQHWKLF RI UHIXVDO LV
RIIHUHG DVDVLJQ RI KRSHLQ WKH IDFHRI*RG¶VVLOHQFH
(OOXO +RSHLQ7LPHRI$EDQGRQPHQWGHVFULEHV WKHOLIH OLYHG ³LQFRJQLWR ´ DVD³UHIXVDO WR
VSHDNDUHIXVDO EDVHGRQQRWWKURZLQJ SHDUOV EHIRUH VZLQH ´ ,QFRQQHFWLRQ ZLWK WKLV
WKRXJKW (OOXO HVWDEOLVKHV DIDLWKEDVHG SUD[LDO GLVWLQFWLRQ EHWZHHQ DXWKHQWLF ODQJXDJH DQG
WHFKQLFDO DUWLILFH E\VWDWLQJ WKDW ³VLQFH *RGLV VLOHQW LW LVLPSRUWDQW QRWWREHDIDOVH SURSKHW
DFWLQJ RXW DIDUFHE\SUHWHQGLQJ WKDW*RGLVVSHDNLQJ ´ (OOXO PDLQWDLQV WKDW WKH ³LQFRJQLWR ´
XQLWHV ³ZRUN DQGZRUG ´ IRUP DQG FRQWHQW HPSKDVL]LQJ SUHVHQFH DVWKHGLDOHFWLF XQLW\ RIZRUG
 (OOXO YLHZVWKHWHFKQRORJLFDOPLOLHX DVDWRWDOL]LQJ HQYLURQPHQWLQZKLFKKXPDQLW\DSSHDUVWREHDEDQGRQHGE\
*RG +RSHLVZKDWLVRIIHUHGDVDUHVSRQVHWR*RG¶VVLOHQFH7KXVDV9DKDQLDQ³-DFTXHV(OOXO DQGWKH5HOLJLRXV
,OOXVLRQ´[[[LY VXJJHVWVKRSHFDQEHWKXVVHHQDVDIRUP RIUHIXVDOLH WKHUHIXVDORI*RG¶VVLOHQFH

DQGVLOHQFH DSSHDUDQFH DQGKLGGHQQHVV ,Q FRQQHFWLRQ ZLWK SUHVHUYDWLRQ RIGLDOHFWLF XQLW\
(OOXO HPSKDVL]HV VXEMHFWLYH ³ZKHUHQHVV ´ E\VWDWLQJ ³>W@KH LQFRJQLWR SUHVXSSRVHV VLOHQFH DQGDQ
LQVLVWHQW ZRUGDWWKHVDPH WLPH RQFRQGLWLRQ WKDW WKLV ZRUGLV QRWDIODWXVYRFLV´LHWKH
DQRQ\PRXV FRQWH[WIUHH ODQJXDJH RIWKHGLVHPERGLHG VXEMHFW WKDW SRLQWV WRWKHH[SHULHQFH RI QR
UHDO SHUVRQ IQ)RU(OOXO DZLOOLQJQHVV WRDVVHUWWKH H[LVWHQWLDO ³QR ´ LVHVVHQWLDO IRU
³OLYLQJ´ GHILQHG DVDVWDWHRI EHLQJ LQ UHODWLRQ ZLWK RWKHUV IRU WKHSXUSRVHRIHVWDEOLVKLQJ D
WHPSRUDO DQGUDGLFDOO\ H[LVWHQWLDO LHV\PEROLFPDVWHU\ RYHUWKH VHQVXRXV ZRUOG DQGWKH
SUHVVXUHV RILPPDQHQW QHFHVVLW\ LW SUHVHQWV ³/LYLQJ ´ ZLWKLQ WKHFRQVWUXFW RIDXWKHQWLFDOO\
KXPDQ V\PEROLF UHODWLRQV LQYROYHV WKHLQGLYLGXDO IUHHGRP WRH[HUFLVH HWKLFDO DJHQF\ WRLQWHUUXSW
SUHVVXUH WRFRQIRUP ZLWK WKHXQTXHVWLRQDEOH ³\HV ´ GHPDQGHGE\WKHSURJUHVVLRQ RIPHDQV
WKURXJK DVVHUWLRQ RIWKH H[LVWHQWLDO ³QR´
7KH DSSHDUDQFHRIWKH H[LVWHQWLDO ³QR ´ WRFRQVFLRXVQHVV UHDVVHUWV WKHQHJDWLYH WKDWPDNHV
DSRVLWLYH DFWLRQ RIUHQHZDO SRVVLEOH 7KH ³QR ´ UHVLWXDWHVEHLQJ ZLWKLQ DSDUWLFXODU PRPHQW RI
WHPSRUDOLW\ RSHQLQJ FRQVFLRXVQHVV WRWKHDYDLODELOLW\ DQGUHDOL]DWLRQ RIIUHHO\FKRVHQ DOWHUHG
FRXUVHVZLWKLQ WKHRSHQ ILHOG RIDXWKHQWLF SRVVLELOLW\ $VDQREVWDFOH WRWKH FORVXUH RI WHFKQLFDO
GHWHUPLQDWLRQ WKH³QR ´ RSHQVWRRSSRUWXQLWLHV IRU JHQXLQH FKDQJH FKDOOHQJLQJ XQFRQVFLRXV
GHPDQG IRUPHUH UHSHWLWLRQ RIHVWDEOLVKHG IRUPV DQG WKHLU QRUPV +RZHYHU WKHGLIILFXOW\ RI
OLYLQJ DVDVLJQ RI WKHH[LVWHQWLDO ³QR ´ LQ SUDFWLFDO UHDOLW\ FDQQRW EHRYHUVWDWHG (OOXO PDNHVFOHDU
WKDW DVVXPLQJ WKH WDVNRIWKLV GLDOHFWLFDOO\JURXQGHG FKDOOHQJH LQYROYHV DFHDVHOHVV VWUXJJOH
PDUNHGE\³XQIODJJLQJ SHUVHYHUDQFH ´ DQGDQ³XQKHDUG RIGRVDJHRIKRSH ´ DVWKHLQFRJQLWR GRHV
QRWLQ DQ\ZD\ FRQVWLWXWH ³DQ HDVHPHQW ´ RIWKH LQGLYLGXDO¶V HWKLFDO UHVSRQVLELOLW\ +RSHLQ7LPH
RI$EDQGRQPHQW5DWKHU WKHLQFRJQLWR PLJKW EHYLHZHG DVDOLIH FRPPLWWHG WRWKH
SURWHFWLRQ DQGSURPRWLRQ RIDWUXWK FRQFHDOHG E\WKH VRFLDOO\FRQVWUXFWHG QRUPV RIWKHPDVV

VSHFLILFDOO\ DQGLQ WKLV KLVWRULFDO HUDWKURXJK PDVV LQGLYLGXDO FRQIRUPLW\ ZLWK WKHWHFKQLFDO
PLOLHX 
(OOXO PDLQWDLQV WKDW WKH IDLWKEDVHG UHDVRQ IRUOLYLQJ DOLIH LQFRJQLWR LVWRHQDFWDWUXWK
WKDW UHPDLQV SUHVHQW EXWZKLFK FDQQRW EHH[SUHVVHGE\WKH ODQJXDJH RIWHFKQLTXH 7KLV IRUP RI
HQDFWPHQW LVLQWHQGHG WRVKHGOLJKW WKURXJK WKHLUUDWLRQDO SUHVHQFHRIDXWKHQWLF EHLQJ DVDV\PERO
RIWKHEHLQJ RI WUXWK DVOLYHG ,WLV QRWDQDWWHPSW WRUHLI\ DIDOVH VHQVHRIFODULW\ WKDW FDQRQO\ EH
H[SUHVVHG DVDUDWLRQDO WUXWK $VDQ HQDFWPHQW RI DXWKHQWLF SUHVHQFH WKH LQFRJQLWR LV
³   DPDWWHU RIUHPDLQLQJ WKH ILUP DQG FRQVWDQW EHDUHURIDWUXWK ZKLFK LV QR
ORQJHU XWWHUHG 7KHUH LVLQFRJQLWR ZKHQEHKLQG DPDVNRUDSVHXGRQ\P WKHUH LV D
SHUVRQZKRLV DSHUVRQEHFDXVHKHKDV FKRVHQ WREHEXULHG LQKLV LQFRJQLWR KDV
FKRVHQ WRKLGH WKH VHULRXV DQGGHFLVLYH ,I WKHUHZHUHQRWKLQJ WRKLGH    WKHQ
WKHUHZRXOG EHQRPRUH LQFRJQLWR´ +RSHLQ7LPHRI$EDQGRQPHQW
&OHDUO\ WKH FKDUDFWHULVWLF ³DEVHQFH ´ RIWKH LQFRJQLWR GRHVQRWLQYROYH DGLVFRQQHFWLRQ IURP PDVV
VRFLHW\ EXWPXFK UDWKHU DVLJQ RI SURIRXQG FRQQHFWLRQ RQDQRWKHU OHYHO 7KH LQFRJQLWR FDQEH
YLHZHG DVDVLJQ RI DOLIH OLYHG LQ DQDXWKHQWLF IUHHGRP WKDW SURYLGHV WKHJURXQG VLWXDWLQJ
VRPHRQH¶V UHIXVDO WRFRQIRUP WRXQUHIOHFWLYHO\ IROORZ WKH DFWLRQ RIWKH FURZGWRWKHSRLQWZKHUH
FRPPLWPHQW WRWKLV DFWLRQ EHFRPHV XQFRQVFLRXV7KURXJK WKLV IUDPHZRUN WKH LQFRJQLWR FDQEH
FRQVLGHUHG DVW\OH RIOLIH E\ZKLFK DOO PHDQV DUHFDOOHG LQWR TXHVWLRQ IRU WKHLU DELOLW\ WRVHUYH
*RG¶VHQGDTXHVWLRQLQJ WKDW LQWHUUXSWV WKHXQUHIOHFWLYH V\VWHPDWLF FRQVFLRXVQHVV FRQVWLWXWLYH RI
JURXQGOHVV DFWLRQ DQG UHDFWLRQ $OWKRXJK VLOHQW WKHSHUVRQ LQFRJQLWR GRHVQRWZLWKGUDZ IURP
OLVWHQLQJ 5DWKHU LWPLJKW EHVDLG WKDW WKHSHUVRQLQFRJQLWR UHIXVHV SUHFLVHO\ EHFDXVHKH VKHKDV
FRPPLWWHG WROLVWHQLQJ DQGWKH UHVSRQVH JLYHQ RXW RISXUH FRQFHUQ IRU ORYH DVWUXWKIXOQHVV PXVW
EHVLOHQFH 

(OOXO¶V OLIH OLYHG ³LQFRJQLWR ´ SURYLGHV DQH[DPSOH RIZKDW&DOYLQ 7URXS DQG&OLIIRUG
&KULVWLDQV ³(OOXO DQG$XJXVWLQH RQ5KHWRULF DQG3KLORVRSK\ RI&RPPXQLFDWLRQ´ LGHQWLI\ DV
³DOHWKHLDF UKHWRULFDO DFWLRQ ´ $VDSKLORVRSK\ RI FRPPXQLFDWLRQ &KULVWLDQ DOHWKHLD
FHQWHUV XSRQ WKHYDOXH RIOLYLQJ WUXWK DVDQHPERGLPHQW RIRQH¶V ORYH IRU*RGDQGQHLJKERU LH
OLYLQJ RXW WKLV ORYH DVDWUXWK H[SUHVVHG WKURXJK WKHZKROH RIVRPHRQH¶V SHUVRQ$VDUKHWRULFDO
DFWUHIOHFWLQJ WKH WRWDOLW\ RI(OOXO¶V GLDOHFWLF UHDOLW\ DQGWKH LQVHSDUDELOLW\ EHWZHHQZRUGDQG
SHUVRQ7URXS DQG&KULVWLDQV PDLQWDLQ WKDW DOHWKHLD LV³D OLYLQJ WUXWK WKDW IXOO\ LQWHJUDWHV ZRUG
DQGGHHG ´/RYH WUXWK DQGWKHPXWXDOLW\ RI WUXVW DUHUHLQIRUFHG EHFDXVH WKHZRUGLV
LQVHSDUDEOH IURP WKHSHUVRQZKR VD\VLW ³,QFDUQDWH ZRUGV PHDQ WUXO\KXPDQ EHLQJV LQKDELW
ZRUGVDQGDUHLQKDELWHG E\ZRUGVVLPXOWDQHRXVO\´ (OOXO¶V QRWLRQ RIWKH OLIH OLYHG
³LQFRJQLWR ´ SURYLGHV DSUDFWLFDO H[DPSOH IRU XQGHUVWDQGLQJ KLV HWKLF DQGSKLORVRSK\ RI
FRPPXQLFDWLRQ DVWKHIRXQGDWLRQ IRU FRPPXQLFDWLYH DFWLRQ JURXQGHG LQ WKH LQVHSDUDEOH UHODWLRQ
EHWZHHQ ORYH DQGWUXWK WKHSUD[LDO FRQVWUXFW FKDUDFWHUL]HG E\7URXS DQG&KULVWLDQV DV³&KULVWLDQ
DOHWKHLD ´ 
7URXS DQG&KULVWLDQV IXUWKHU VXJJHVW WKDW LQ FRQVRQDQFH ZLWK $XJXVWLQH ZKR WKHVH
DXWKRUV VLPLODUO\ VLWXDWH ZLWKLQ WKHWUDGLWLRQ RID&KULVWLDQ DOHWKHLDF SKLORVRSK\ RI
FRPPXQLFDWLRQ (OOXO¶V UKHWRULF ³UHIOHFWV DQDELGLQJ SUHRFFXSDWLRQ ZLWK WUXHDQG IDOVH OLYHV ´
6XPPDULO\ VWDWHG(OOXO¶V LFRQRFODVP FDQEHVHHQ DVDQH[LVWHQWLDO HIIRUW WRGHVDFUDOL]H
WKHSRZHURIDPDGH VWUXFWXUH WKDW FRPSHOV LQGLYLGXDOV WRVDFULILFH WKHPVHOYHV WRDIDOVH
H[LVWHQFH ZKLOH LW DLPV WRUHVWRUHDIRUP RI FRQVFLRXVQHVV WKDW LVIUHH WRH[SHULHQFH WUXWK DV
JLYHQ (OOXO¶V GLVWLQFWO\ &KULVWRFHQWULF ³H[LVWHQWLDOLVW ´ ZRUOGYLHZ JURXQGHG LQ WKHQRWLRQV RI
GLDOHFWLF DZDUHQHVV UDGLFDO VXEMHFWLYLW\ DQGDQLQGLYLGXDOLVWLF HWKLF UHSUHVHQWV WKHSDUDGLJPDWLF
SRLQW IRU(OOXO¶V LFRQRFODVWLF SHUVSHFWLYH 7KLV SHUVSHFWLYH HQJDJHV DGLDOHFWLFDO UKHWRULFDO

VWUDWHJ\ VLWXDWHG ZLWKLQ DGLVWLQFWO\ &KULVWLDQ DOHDWKHLF SKLORVRSK\ RIFRPPXQLFDWLRQ JURXQGHG
LQ WKH H[SUHVVLRQ RI ORYH DVWUXWKIXOQHVV LQ RUGHUWRHQDFW WKHRSHQQHVV RIDQDXWKHQWLF GLDOHFWLF
IRUP RIFRQVFLRXVQHVV DVDFKDOOHQJH WRWKH FORVXUH RI WHFKQLFDO IRUP (OOXO¶V UKHWRULFDO VWUDWHJ\
SRVLWLRQV PHDQLQJIXO ³ZKHUHQHVV ´ DJDLQVW WKH HPSWLQHVV RI³VKHHU WKHUHQHVV ´ DXWKHQWLF SUHVHQFH
DJDLQVW DQRQ\PRXV GLVFRXUVH DQGWKHOLYLQJ WH[WXUH RIWKHP\VWHULRXVO\ DPELJXRXV JLYHQ DJDLQVW
WKH OLIHOHVV UHSOLFDWLRQ RI WKHPDGH $JDLQVW WHFKQLTXH¶V VDFUHGYDOXH RIHIILFLHQW XVH(OOXO
DVVHUWV WKHTXHVWLRQV )RUWKH ORYH DQGVHUYLFH RIZKRP" )RUZKRVHJORU\" 
(OOXO¶V LFRQRFODVP DLPV DWWKHGHVWUXFWLRQ RIDOO IRUPV RIWKH WHFKQLFDO DUWLILFH WKDW LQ LWV
FROOHFWLYLW\ DVDV\VWHP FRQVWLWXWHV ERWK DZRUOG DQGDODQJXDJH 7KLV ³WHFKQRORJLFDO ´ V\VWHP RI
DUWLILFH FORVHVKXPDQ OLIH LQWR WKHXQUHIOHFWLYH VHUYLFH RIDQLGRO DIDOVH OLIH OLYHG LQ WKHZRUVKLS
RIREMHFWV DQGDFWLYLW\ ,QWKH WHFKQRORJLFDO PLOLHX WKHRSHQ VSDFHZKHUHLQ ORYH DVWUXWKIXOQHVV
LV GLVFORVHG WRH[SHULHQFH DPRQJ KXPDQ EHLQJV LQ UHODWLRQ EHFRPHVSURJUHVVLYHO\ FORVHGWKURXJK
VXEMXJDWLRQ RIWKH OLYLQJ ZRUGWRDQDUWLILFH RIODQJXDJH /RYH DUHIOHFWLRQ RI WKHLPDJH RI*RG
FRPPXQLFDWHG WKURXJK WKH:RUGZRUGILQGV H[SUHVVLRQ DVDSRZHUOHVV DFW2QWKHRWKHU KDQG
WHFKQRORJ\ WKHGLVFRXUVH UHIOHFWLQJ WKH VWULFWO\ UDWLRQDO LPDJH RIWHFKQLTXH LV DQH[SUHVVLRQ RI
SXUHGRPLQDWLRQ DQGFRQWURO $VWKHXQLQWHUUXSWHG SURJUHVVLRQ RIPHDQV DEVHQW RI DQHQGLHD
VXUSDVVLQJ RIWKHOLPLWV RIWKHKRO\ WKURXJK WKH DEROLWLRQ RIDOO QDWXUDO OLPLWV WHFKQLFDO ODQJXDJH
SRVVHVVHVWKHXOWLPDWH VDFUDOL]LQJ SRZHU WKHSRZHUWRFUHDWHUHDOLW\ %\ZD\RIWKLV SRZHU
WHFKQLTXH KDVEHFRPHWKH VXSUHPH EHDUHURIWUXWK DQGPHDQV RIPHGLDWLRQ RQHXSRQZKLFK DOO
KXPDQ UHODWLRQV GHSHQG $V'DUU\O :HQQHPDQ ³7KH 9LFHVRI7HFKQLFL]HG 5HOLJLRQ ´
REVHUYHV³>W@UXWK EHFRPHV WKHQ LQ LWV SVHXGRHWKLFDO IRUP ³VXFFHVV UHODWLYH WRUHDOLW\ ´ 
 ,Q7KH7HFKQRORJLFDO6\VWHP(OOXO H[SOLFDWHVWKHQRWLRQWKDWWKHWHFKQLFDOPLOLHX FRPHVLQWREHLQJLQKLVWRU\DVD
GLUHFWUHVXOWRIWKHULVHRIWHFKQRORJ\WRWKHSRVLWLRQRIXQLYHUVDOPHGLDWRULQWUDQVPLVVLRQRIDOO KXPDQNQRZOHGJH
+RZHYHU WKHWKHRUHWLFDOLPSOLFDWLRQV RIWHFKQLFDOXQLYHUVDOLW\XSRQKXPDQEHLQJLWVHOIDQGWKHFRQVHTXHQFHVIRU
DXWKHQWLFFRQVFLRXVQHVVV\PEROL]DWLRQDQGPHDQLQJ DUHPRUH VXPPDULO\ DGGUHVVHGLQ(OOXO¶V ODWHUDUWLFOH
³6\PEROLF )XQFWLRQ7HFKQRORJ\DQG6RFLHW\´

5HDOLW\ DVDIRUP RIEHOLHI QRZGHSHQGVXSRQ WKHDIRUHPHQWLRQHG ³GHPRQVWUDWLYH DFW ´ZKLFK LI
VHHQDVDQHYLGHQWLDO IRUP RIWUXWK EHFRPHV UHGXFHGWRLPLWDWLRQ E\WKHPDVV DVWKH³FRUUHFW
SHUIRUPDQFH ´ 7KLV VHTXHQFH GHVFULEHV QRWPHUHO\ FRQIRUPLW\ EXWV\VWHPDWLF FRQIRUPLW\ ,Q
RUGHUWRH[SORUH WKLV QRWLRQ IXUWKHU WKHUHODWLRQVKLS EHWZHHQ WHFKQLTXH GLVFRXUVH DQGKXPDQ




$VDSKLORVRSKHU LQWHUHVWHG LQ WKH UHODWLRQ EHWZHHQ V\PEROLVP DQGPHDQLQJ LQ KXPDQ
FRPPXQLFDWLRQ /RYHNLQ XQGHUVWDQGV WKH FRPSOH[ DQGLQWHUZRYHQ UHODWLRQVKLS EHWZHHQ
GLVFRXUVH DQG UHDOLW\ WKDW OLHV DWWKHKHDUW RI(OOXO¶V SURMHFW$PRQJ KLV ILYH ZRUNVRQ(OOXO
DE/RYHNLQ¶V PRVW VLJQLILFDQW FRQWULEXWLRQ WR(OOXO VWXGLHV LQ
JHQHUDO DQGWKHRYHUDUFKLQJ WUDMHFWRU\ RIWKLV SURMHFWLQ SDUWLFXODU FDQEHIRXQG LQKLV WH[W
7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVVDQH[SORUDWLRQ RI(OOXO¶V QRWLRQ RIWHFKQLTXH DVD
IRUP RIFRQVFLRXVQHVV ZKLFK KHFRQVLGHUV DV³WKH PDVWHU NH\EHKLQG (OOXO¶V VRFLDO VWXGLHV ´ 
,QWKLV WH[W/RYHNLQ XQSDFNV(OOXO¶V SUREOHP RI WHFKQRORJLFDO FRQVFLRXVQHVV WKURXJK D
SKLORVRSKLFDO DQGSKHQRPHQRORJLFDO H[SORUDWLRQ RIWKHGLVWLQFWLRQV EHWZHHQ DXWKHQWLF ODQJXDJH
DQGWHFKQLFDO GLVFRXUVH DOO RIZKLFK DUHJURXQGHG LQ WKH UHODWLRQ EHWZHHQ IRUP DQGEHLQJ XQGHU
FRQVLGHUDWLRQ LQ WKLV SURMHFW
,Q7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV/RYHNLQ HQJDJHV LQ DSKHQRPHQRORJLFDO
H[SORUDWLRQ LQRUGHUWRDIILUP (OOXO¶V FODLP WKDW KXPDQ EHLQJ LV LQFDSDEOH RIDFWLQJ XSRQ
WHFKQLTXH EHFDXVH WHFKQLTXH LV QRWDQH[WHUQDO SKHQRPHQRQ EXWUDWKHU RQH WKDW KDVEHHQ
LQWHUQDOL]HG DVDQHPERGLHG IRUP RI FRQVFLRXVQHVV IRUPHG LQ DQGWKURXJK DGLVFRXUVH LQFDSDEOH
RIV\PEROLF IXQFWLRQ GXHWRLWV GLVFRQQHFWLRQ IURP DQ\ DSSDUHQW RULJLQ RUHQGSRLQW 7KLV
FKDSWHUZLOO DWWHQG WRWKHPHWDSKRUV RIFRQVFLRXVQHVV HPERGLPHQW DQGV\PEROLVP LQ /RYHNLQ
WRVXSSRUW(OOXO¶V 7KH7HFKQRORJLFDO6\VWHPFRQWHQWLRQ WKDW DOO REMHFWV LQFOXGLQJ WKHKXPDQ
WKDW KDYHEHFRPH UHGXFHG WRPHDQV E\WKH WHFKQRORJLFDO V\VWHP DUHFKDUDFWHUL]HG E\D
XQLIRUPLW\ WKDWPDNHV WKHP DVLQJXODU HVVHQFHGHVSLWH WKHJUHDW GLYHUVLW\ RIDSSHDUDQFH 
FI ,Q(OOXO¶V YLHZ WKH ODFNRIGLVWDQFH EHWZHHQ IRUP DQGEHLQJ LQ WKLV XQLIRUP

VWUXFWXUH PDNHV LW LPSRVVLEOH IRU DVXEMHFW WRSHUFHLYH REMHFWVDVRWKHU UHVXOWLQJ LQ WKH UHGXFWLRQ
RIV\PEROLF FRPPXQLFDWLRQ WRDQHQGOHVV H[FKDQJH RIDEVWUDFW WKRXJKW ± DPRQRORJXH ± WKDW
H[SUHVVHV WKLV XQLIRUP VWUXFWXUH DVDIRUP RIFRQVFLRXVQHVV 
,Q7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV/RYHNLQ DOVRPDNHV LPSOLFLW DSRLQW WKDW
WKLV SURMHFW LQWHQGV WRPDNH H[SOLFLW 7KDW LVIRU(OOXO DXWKHQWLF V\PEROLF SUHVHQFH LHGLDOHFWLF
SUHVHQFH LQYLWHV DVHQVHRI SDUWLFLSDWLRQ JURXQGHG LQ WKHVHOIFRQVFLRXVQHVV RI EHLQJ VRPHRQH
DVRSSRVHGWRGRLQJ VRPHWKLQJ :KLOH (OOXO¶V YLHZ RIV\PEROLF SUHVHQFH DVWKH
³SDUWLFLSDWLRQ ´ RIEHLQJ LQ UHODWLRQ KDVEHHQH[SORUHG WRVRPHGHJUHHE\RWKHUV /RYHNLQ
H[DPLQHV (OOXO¶V SUREOHP RI FRPPXQLFDWLRQ LQ WKHWHFKQLFDO PLOLHX IURP DFRPSDUDWLYH
VWDQGSRLQW WKDW JLYHV DWWHQWLRQ WR(OOXO¶V FRQFHSWV RISUHYV SRVWWHFKQRORJLFDO V\PEROLF
IXQFWLRQ 3XW DQRWKHU ZD\/RYHNLQ H[SORUHV WKHTXHVWLRQ RIKRZ WKH VWUXFWXUH RIFRQVFLRXVQHVV
LV H[SUHVVHG DVODQJXDJH LQ DXWKHQWLF SUHWHFKQRORJLFDO KXPDQ V\PEROLVP DQGKRZ WKLV VWUXFWXUH
XQGHUJRHV DOWHUDWLRQ DVDFRQVHTXHQFH RI(OOXO¶V WHFKQLFDO SKHQRPHQRQ /RYHNLQ¶V SURMHFW
SURPLQHQWO\ FHQWHUV DURXQG WKHTXHVWLRQ RIWKH LQWHUUHODWLRQ EHWZHHQ ODQJXDJH DQG
FRQVFLRXVQHVV LQ(OOXO 7KLV UHFRJQLWLRQ RSHQV/RYHNLQ WRTXHVWLRQ KRZ(OOXO FRQFHLYHV RI






&RQVFLRXVQHVV´5HVHDUFKLQ3KLORVRSK\DQG7HFKQRORJ\YRO  SS± ,QDVLPLODU UHIHUHQFHZLWKLQ
WKHFRQWH[WRILQWHUSHUVRQDODQGGLDORJLF FRPPXQLFDWLRQ&DOYLQ7URXSDQG&OLIIRUG &KULVWLDQV³(OOXO DQG$XJXVWLQH
RQ5KHWRULFDQG3KLORVRSK\RI&RPPXQLFDWLRQ´ LPSO\ WKDW(OOXO¶V SKLORVRSK\R IFRPPXQLFDWLRQ H[FOXVLYHO\ UHOLHV
XSRQWKH³EHLQJ´RISDUWLFLSDWLRQ &KULVWLDQV&OLIIRUG * DQG&DOYLQ/7URXS³(OOXO DQG$XJXVWLQHRQ
5KHWRULFDQG3KLORVRSK\RI&RPPXQLFDWLRQ´ $XJXVWLQHIRUWKH3KLORVRSKHUVWKH5KHWRURI+LSSRWKH&RQIHVVLRQV
DQGWKH&RQWLQHQWDOVHGLWHGE\&DOYLQ/7URXS%D\ORU8QLYHUVLW\3UHVV:DFR SS± ,QDVOLJKWO\
GLIIHUHQWVHQVHEXWRQHZKLFKWKHRORJLFDOO\JURXQGV(OOXO¶V SRVLWLRQRQWKHSULPDF\ RIEHLQJLQWKHGHILQLWLRQ RI
SDUWLFLSDWLRQ&OLIIRUG &KULVWLDQV³(OOXO DV7KHRORJLDQLQ&RXQWHUSRLQW´DOVRSRLQWVWRWKHLQGLYLGXDO¶VDELOLW\WR
H[HUFLVH HWKLFDOIUHHGRP DJDLQVWWKHFRQVWUDLQWVRIWKHPDVVDVGHSHQGHQWXSRQDQDFWLYHIRUP RISDUWLFLSDWLRQRI




VWUXFWXUH RIODQJXDJH WKDWPLUURUV WKLV FRQVFLRXVQHVV /RYHNLQ H[SORUHV WKLV TXHVWLRQ E\IRFXVLQJ
RQWKUHH FRQFHSWV LQ7KH7HFKQRORJLFDO 6RFLHW\ WKDW KHEHOLHYHV SURYLGH LQVLJKW LQWR WUDQVODWRU
-RKQ:LONLQVRQ¶V FKDUDFWHUL]DWLRQ RI(OOXO¶V WH[W DVDQDQDO\VLV RIWKHSKHQRPHQRORJ\ RIWKH
WHFKQLFDO VWDWHRIPLQG WHFKQLFDO FRQVFLRXVQHVVWHFKQLFDO LQWHQWLRQDQGWHFKQLFDO UHDOLW\
/RYHNLQ¶V SURMHFWWKHUHIRUH HQGHDYRUV WRHVWDEOLVK DSKHQRPHQRORJLFDO IUDPHZRUN E\ZKLFK
(OOXO¶V SUREOHP RIWHFKQLTXH FDQEHH[SOLFDWHG DVDSUREOHP RI ODQJXDJH E\SODFLQJ WKHFRQFHSWV
RIFRQVFLRXVQHVV DQGLQWHQWLRQ LQWR DUHODWLRQ WKDW SRLQWV WRZDUG DVWUXFWXUDO GLVWLQFWLRQ EHWZHHQ
DXWKHQWLF KXPDQ V\PEROLVP DQGLWV DUWLILFH LH WHFKQRORJ\
+XPDQ 5HDVRQYVWKH/RJLFRI7HFKQLTXH
,Q7KH7HFKQRORJLFDO 6\VWHP(OOXO PDNHVWKUHHNH\ FODLPV ZLWK UHJDUG WRWHFKQLFDO
³ORJLF ´ 7KH ILUVW LQYROYHV DSDUDGR[RIGHYHORSPHQW DQGHYROXWLRQ ZKLFK H[FOXGHV DQ\ UHODWLRQ
WRWKHQDWXUDO HQYLURQPHQW (OOXO¶V VHFRQGNH\FODLP LV WKDW XQOLNH WKHQDWXUDO REMHFWH[LVWLQJ
ZLWKLQ FRQFUHWH UHDOLW\ WKLV ODFNRIUHODWLRQ H[FOXGHV DQ\ ³IHHGEDFN PHFKDQLVP RIVHOIUHJXODWLQJ
EHKDYLRU ´ FI3HUVSHFWLYHVRQRXU$JH 7KLV SRLQW LV FULWLFDO WRXQGHUVWDQGLQJ (OOXO¶V
YLHZ RIWHFKQLFDO FRPPXQLFDWLRQ DVDIRUP RI QRQV\PEROLF LHKXPDQ FRPPXQLFDWLRQ 
%HFDXVH WKHPHGLXP RI H[FKDQJH LV DSXUHO\ LQKXPDQ IRUP RIORJLF QR³FRPPXQLFDWLRQ ´ WDNHV
SODFH RQO\ WKH UHSURGXFWLRQ H[FKDQJH DQGFLUFXODWLRQ RIH[WHUQDO GDWD³)HHGEDFN ´ ZLWKLQ WKH
V\VWHP FRQVLVWV RI QRWKLQJ PRUH WKDQ WKH³FRPPXQLFDWLRQ ´ RI WKLV ³H[WHUQDO GDWD ´ (OOXO¶V
FODLP WKDW KXPDQLW\ LV QRZWKH VHUYDQW RIWHFKQLTXH UDWKHU WKDQ LWVPDVWHU LV JURXQGHG LQ WKLV
FUXFLDO YLHZ RIKXPDQ FRPPXQLFDWLRQ DVDFLUFXODU SURFHVVRI FRFRQVWUXFWLYH PHDQLQJ 0DQ
FDQQRW DFWXSRQ WHFKQRORJ\ EHFDXVH WKH DPELJXRXV DQGWKHUHIRUH LUUDWLRQDO KXPDQ UHVSRQVHKDV




EHHQH[FOXGHG DVDIRUP RIIHHGEDFN  )LQDOO\ (OOXO VXJJHVWV WKDW WKLV VLQJXODULW\ RIIRUP
DFWVXSRQ FRQVFLRXVQHVV WRLQLWLDWH DVHOIDXJPHQWLQJ FKDUDFWHULVWLF RQHWKDW SHUPLWV WHFKQLTXH WR
EUHDNIUHHIURP DQ\SUHYLRXV HYROXWLRQDU\ ORJLF LQ VRFLRHFRQRPLF KLVWRU\ 9LHZHG DVWKH
³LGHDO DJHQW ´ FDSDEOHRIUHVROYLQJ DQ\ FRQWUDGLFWLRQ WKHKXPDQ SXUVXLW RIWHFKQLFDO HQGVZKLFK
SDUDGR[LFDOO\ WHFKQLTXH GRHVQRWDFFRUGLQJ WRLWV RZQLQWHUQDO ORJLF SHUPLW WRH[LVW QRZHYDGH
DQ\ DXWKHQWLFDOO\ KXPDQ LH HWKLFDO MXGJPHQW ,QREHGLHQFH WRDSXUHO\ WHFKQLFDO
PRUDOLW\ EDVHGXSRQ DQLQWULQVLF ORJLF WKDW LV HVVHQWLDOO\ FDXVDO KXPDQ EHLQJ XQFRQVFLRXVO\
SDUWLFLSDWHV LQ DSURFHVVRI WHFKQLFDO VHOIDXJPHQWDWLRQ WKDW JXDUDQWHHV WHFKQLTXH¶V DEVHQFHRI
ILQDOLW\ 
,QOLJKW RIWKH IRUHJRLQJ /RYHNLQ¶V 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVVLQWHUHVW
OLHV LQ WKHH[SORUDWLRQ RIKRZ(OOXO¶V ³ORJLF RIWHFKQLTXH´ IRUPV WKHEDVLV RI DKLVWRULFDO
SKHQRPHQRQ FKDUDFWHUL]HG E\DUHYROXWLRQDU\ PXWDWLRQ LQ ODQJXDJH FRQVFLRXVQHVV DQGUHDOLW\ 
&HQWUDO WR/RYHNLQ¶V DQDO\VLV LV WKHQRWLRQ WKDW WKH FDXVDO SURJUHVVLRQ DQG DEVHQFHRI ILQDOLW\
GHILQLQJ (OOXO¶V SUREOHP RI WKHPHDQV DQGWKH HQGLV QRWWKHRUHWLFDOO\ QHZEXWLV LQ IDFW XQLTXH
DVDKLVWRULFDO UHDOLW\LQ FRQVFLRXVQHVV /RYHNLQ ZRUNVXSRQ(OOXO¶V QRWLRQ WKDW WKHPXWDWLRQ RI
FRQVFLRXVQHVV SURGXFHGE\WKH WHFKQLFDO WHFKQRORJLFDO SKHQRPHQRQ FRPHV DERXWDVWKHUHVXOW
RIWKH UHLILFDWLRQ RIDIRUP RI DEVWUDFWLRQ VXJJHVWLQJ WKDW WKLV SURFHVVRI UHLILFDWLRQ LVQRWPHUHO\
WKH UHVXOW RIWKH VRFLDO FRQVWUXFWLRQ RI UHDOLW\ E\ODQJXDJH EXWWKDW(OOXO¶V WHFKQLFDO SKHQRPHQRQ
LV LWVHOI GLVFXUVLYH :KLOH (OOXO 7KH7HFKQRORJLFDO%OXIIYLHZV WKHSUREOHP RIWHFKQLTXH
DVDSUREOHP RIODQJXDJH [Y[YL /RYHNLQ DGYDQFHV WKLV QRWLRQ E\LPSO\LQJ ZKDW WKH FXUUHQW
SURMHFWDLPV WRPDNH H[SOLFLW WKDW WHFKQLTXH DFWVXSRQKXPDQ EHLQJ WKURXJK WKH VLQJXODULW\ RI D
GLVFXUVLYHIRUPWKDW H[FOXGHV WKH IRUPDWLRQ RIDQLQWHUYHQLQJ IRUP ZLWKLQ FRQVFLRXVQHVV
 7KHLQWHUQDOORJLFRIWKHV\VWHPGHPDQGVDUHDFWLRQ UDWKHUWKDQDUHVSRQVH5HDFWLRQDPRXQWVWRDIRUPRI
FRPPXQLFDWLRQ OLPLWHG E\WKHELQDU\FKRLFHRIDSXUHO\YLVXDOFRQVFLRXVQHVV± HLWKHUWKHDIILUPDWLRQ RUQHJDWLRQRI
ZKDWFDQEHYHULILHG E\VLJKW7KHOLPLQDO DUHDRIHWKLFVLVHOLPLQDWHG E\WKLVVWUXFWXUH

:KLOH /RYHNLQ EHOLHYHV WKDW(OOXO¶V WKHRORJ\ LOOXPLQDWHV WKHUHDGHU¶V XQGHUVWDQGLQJ RI
WKH ORJLF RIWHFKQLTXH KLV DQDO\VLV RIWKLV ORJLF GRHVQRWSURFHHGZLWKLQ (OOXO¶V WKHRORJLFDO
IUDPHZRUN 5DWKHU /RYHNLQ¶V LQWHUHVW OLHV ZLWK ZKDW KHLGHQWLILHV DVDSKLORVRSKLFDO FRXQWHUSDUW
WR(OOXO¶V WKHRORJLFDO YLHZ WKDW KDV HPHUJHG DVDPHWDSK\VLFDO WKHRU\ RIDEVWUDFWLRQ GXULQJ
VHYHUDO GLVWLQFW SHULRGV RIKXPDQ KLVWRU\ /RYHNLQ XQGHUVWDQGV WKDW(OOXO¶V WKHRORJLFDO
FRPPLWPHQWV SUHYHQW KLP IURP PDNLQJ DQHODERUDWH PRYH WRH[SODLQ WKH ORJLF RIWHFKQLTXH RQ
WKHEDVLV RIDFRPPRQ SKLORVRSKLFDO JURXQG WKDW VWDQGV DSDUWIURP KLV&KULVWRFHQWULF WKHRORJ\ 
7KHUHIRUH WKH DLP RI/RYHNLQ¶V SURMHFWLV WRH[SOLFDWH KRZ WKHORJLF RI WHFKQLTXH GHYHORSV DVD
IRUP RILQWHQWLRQ HPERGLHG DVFRQVFLRXVQHVV DQGH[SUHVVHG DVODQJXDJH IURP DSKLORVRSKLFDO
SHUVSHFWLYH WKDW DLPV WRDGYDQFHXQGHUVWDQGLQJ RI(OOXO¶V KLVWRULFDO DQGVRFLRORJLFDO YLHZ RI
WHFKQLTXH DVDUHYROXWLRQ LQ FRQVFLRXVQHVV WKDW XQFRQVFLRXVO\ H[FOXGHV DXWKHQWLF LHHWKLFDO
KXPDQ DJHQF\ 
7KH7KHRORJLFDO)RXQGDWLRQV RI(OOXO¶V7KHRU\RIWKH6\PERO
/RYHNLQ¶V 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVVXQGHUVWDQGLQJ RIZKDW KHUHIHUV WR
DV³(OOXO¶V WKHRU\ RIWKH V\PERO´  LV JURXQGHG LQ DQHSLVWHPRORJ\ WKDW SODFHVZRUOGO\ QRWLRQV RI
WKHJRRGLQ UHODWLRQ ZLWK D%HLQJ RI$EVROXWH YDOXH ZKLFK H[SUHVVHV ,WVHOI LQ FUHDWLRQ \HWLV QRW
RIWKLV ZRUOG ,Q/RYHNLQ¶V YLHZ (OOXO¶V KXPDQ V\PEROLF UHDOP FRQVWLWXWHV WKH JLYHQ
PHDQV E\ZKLFK KXPDQLW\ UHWDLQV WKH IUHHGRP WRFRQVWUXFW LWV RZQYDOXHV LQ UHODWLRQ WRWKHOLPLWV
RIWKH$EVROXWH DVDFKDOOHQJH WKDW JXDUDQWHHV ERWKWKHXQLW\ DQGLQWHJULW\ RI WKLV UHODWLRQ )URP
WKHSHUVSHFWLYH RI(OOXO¶V WKHRORJ\ WKH V\PEROLF UHDOP FRQWLQXDOO\ FRQIURQWV WKHOLPLWV RIWKH
$EVROXWH ZLWKLQ GLDOHFWLF FRQVFLRXVQHVV 7KLV FRQIURQWDWLRQ SURJUHVVHV DVDWHQVLRQ EHWZHHQ
KXPDQLW\¶V IUHHSXUVXLW RI LWV YDOXH FUHDWLRQ DQGLWV UHFRJQLWLRQ RI DQGREHGLHQFH WRWKH$EVROXWH
YDOXH /RYHNLQ SRVLWLRQV WKHV\PERO DVHYLGHQFH RIKXPDQLW\¶V IUHHGRP RI H[SUHVVLRQ LQ

FRQWUDGLFWLRQ ZLWK DQ$EVROXWH OLPLW DGLDOHFWLF UHDOLW\ WKDWPDNHVERWKNQRZOHGJH RIWKHJLYHQ
ZRUOG DVZHOO DVPRYHPHQW ZLWKLQ WKLV ZRUOG SRVVLEOH LQ(OOXO ,QVXSSRUW RIWKLV SRVLWLRQ
/RYHNLQ VWDWHV ³:KDW (OOXO FODLPV    LV WKDW WKHFXOWXUDO ZRUOG FKDOOHQJHV WKHSULPDF\ RIWKH
QDWXUDO ZRUOG LQ WKH FUHDWLRQ DQGSHUSHWXDWLRQ RI LWV RZQYDOXHV ZKLFK DUHWKHQ WDNHQWREH
DEVROXWH DQG*RGSHUPLWV WKLV ´ +HUH/RYHNLQ DWWHQGV WR(OOXO¶V YLHZ WKDW WKHPDQPDGH
ZRUOG UHPDLQV IUHH WRFKDOOHQJH WKHJLYHQ ZRUOG WKURXJK WKHPDQLSXODWLRQ RIREMHFWLYH UHDOLW\ LQ
WKH V\PEROLF UHDOP ZKHUHLQ 'LYLQH %HLQJ UHPDLQV DFRFUHDWLYH SDUWLFLSDQWLV WKHDFWRI
RYHUFRPLQJ REMHFWLYH UHDOLW\ 
/RYHNLQ 7HFKQRORJ\'LVFRXUVH DQG&RQVFLRXVQHVV DOVR VXJJHVWV WKDW KXPDQLW\¶V
DZDUHQHVVRIWKHXQLW\ RI FRQWUDGLFWLRQ DQGVLPLODULW\ RIKXPDQ DQG'LYLQH YDOXHV DVDIRUP RI
RQJRLQJ GLVFRXUVH LV HYLGHQFHG LQ WKH V\PERO ZKHQKHVWDWHV ³7KLV YDOXH LVQRW ORFDWHG VLPSO\
LQ WKH FUHDWLRQ EXWLV DOZD\V KHOG LQ UHODWLRQ WRWKHKXPDQ LQ DSURFHVVRI HPHUJHQFH 7KH
V\PERO ± PDQLIHVW LQ FXOWXUDO LQVWLWXWLRQV ODQJXDJHV DQGODZV ± LV WKHHYLGHQFH RI WKLV
HPHUJHQFH ´ (OOXO¶V QRWLRQ DVH[SUHVVHG LQ 7KH3UHVHQFHRIWKH.LQJGRPWKDW'LYLQH
SUHVHQFH UHYHDOV LWVHOI LQ LPPDQHQFH DVDVSDUNLHDEULHI LOOXPLQDWLQJ WKDW QHYHU JLYHV
FRPSOHWH FODULW\ LVDOVR UHYHDOHG LQ /RYHNLQ¶V SKLORVRSKLFDO FRQWUDGLFWLRQ EHWZHHQ LQILQLW\ DQG
WKH ILQLWH ³*RGDVWKHWUXH LQILQLWH LV DOVR ILQLWHO\ FRQQHFWHG %XWWKHLQILQLWLHVKXPDQLW\SURMHFWV
DUHHLWKHUDEVWUDFWLQILQLWLHVRUDUHPHUHO\LPPDQHQWDQGILQLWH >HPSKDVLV PLQH@ ´ ,Q
UHFRJQLWLRQ RIWKH IRUHJRLQJ SKLORVRSKLFDO FRQWUDGLFWLRQ /RYHNLQ 7HFKQRORJ\'LVFRXUVH DQG
&RQVFLRXVQHVV SRLQWV WRDWKHRORJ\ LQIRUPLQJ DGLVWLQFW SUD[LDO DSSURDFKJURXQGHG LQ D
SDUWLFXODU IRUP RI DZDUHQHVV DQGUHVSRQVLYHQHVV WKDW SURWHFWVDQGSURPRWHV WKH VSDFHRI WKH
DXWKHQWLFDOO\ KXPDQ V\PEROLF PHGLDWLRQ RIILQLWH DQGLQILQLWH UHDOPV LH DGLDOHFWLFDOO\

VWUXFWXUHG IRUP RIPHGLDWLRQ WKDW FRQWLQXRXVO\ ³UHDFK>HV@ ´ EH\RQGPHDQLQJ UDWKHU WKDQ FORVLQJ
PHDQLQJ LQWR WKH LPPHGLDF\ RIWKH WHPSRUDO H[SHULHQFH
³7KH &KULVWLDQ¶V GXW\ LVWRUHPDLQ DZDUHRI WKLV DQGWREHDUZLWQHVV WR*RGDVWKH
:KROO\ 2WKHUDQG WUDQVFHQGHQW ZKR LV DWWKH VDPH WLPH LPPDQHQW :LWK WKLV
DZDUHQHVV KXPDQLW\¶V V\PEROLF FRQVWUXFWLRQV UHPDLQ V\PEROLF LQ DUHDFKDOZD\V
H[FHHGHGE\DJUDVS ´ 
,QWKH VWDWHPHQW DERYH/RYHNLQ SRVLWLRQV (OOXO¶V WKHRORJ\ DVWKHHSLVWHPRORJLFDO JURXQG
LQIRUPLQJ KLV VRFLRORJ\ RIODQJXDJH DQGWKH V\PERO +HIXUWKHU LPSOLHV WKDW(OOXO¶V WKHRU\ RIWKH
V\PERO ILQGV LWV JURXQG LQ WKH IRUP DQGVWUXFWXUH RIOLVWHQLQJ DZDUHQHVV DQGUHVSRQGLQJ
ZLWQHVVLQJ DQGSRLQWV WRWKHLQKHUHQW LQDELOLW\ RI V\PEROLF PHGLDWLRQ WRDFKLHYH V\QWKHVLV DV
ERWKDPHDQVRI DQGDQH[SUHVVLRQ RI WKLV GLDOHFWLFDO UHDOLW\ 
/RYHNLQ¶V SURMHFWSURFHHGVXSRQ WKH DVVXPSWLRQ WKDW IRU(OOXO WKLV IRUP RIGLDOHFWLF
PHGLDWLRQ FRQVWLWXWHV WKHRQO\ DXWKHQWLF IRUP RI KXPDQ V\PEROLVP FUHDWLQJ DGLPHQVLRQ ZKLFK
DORQH RSHQVDVSDFHIRUWKH LQILQLWH WRUHWDLQ SUHVHQFH LQ FRQVFLRXVQHVV LQ UHODWLRQ WRWKH ILQLWH DV
WKH WRWDOLW\ RIGLDOHFWLF FRQVFLRXVQHVV  7KXV /RYHNLQ UDLVHV WKHFUXFLDO TXHVWLRQ RI
ZKHWKHU RQ(OOXO¶V WHUPV DQ\PDQPDGH IRUP RIV\PEROL]DWLRQ VHHNLQJ WRHOLPLQDWH WKLV
GLDOHFWLFDO FRQWUDGLFWLRQ FRQWLQXHV WRIXQFWLRQ DVDV\PERO 3URFHHGLQJ IURP WKHTXHVWLRQ RI
V\PEROLF IXQFWLRQ LQ ODQJXDJH DVDWKHRUHWLFDO JURXQG LQ(OOXO /RYHNLQ SRLQWV WRGLVWLQFWLRQV
 /RYNHLQ GLVFXVVHVWKHUHDOL]DWLRQRIZKDW(OOXO ZRXOGFRQVLGHUWKHGLDOHFWLF WHQVLRQEHWZHHQVXEMHFWLYHDQG
REMHFWLYHLGHQWLW\LQFRQVLGHUDWLRQRI(UQVW&DVVLUHU¶V HVVD\³)RUPXQG7HFKQLN´ZKHUHLQ&DVVLUHUSRVLWVWKDW
WKHUHFDQEH³QRVKRUWFXW´WRDFKLHYLQJWKHWRWDOLW\RIPHDQLQJIRUPHGZLWKLQWKLVWHQVLRQRILGHQWLWLHV&RQQHFWLQJ
WKLVWKRXJKWWRWKHUHSUHVHQWDWLRQRIERWKILQLWH DQGLQILQLWHUHDOPV LQ(OOXO¶V V\PEROLFIXQFWLRQ/RYHNLQ 7HFKQLTXH
'LVFRXUVHDQG&RQVFLRXVQHVVVWDWHVWKDW ³>Z@LWKRXWWKHV\PEROLF GLPHQVLRQ± WKHGHVLJQDWLRQRIDWKLQJWKDW
UHIXVHVWREHIXOO\DQGILQDOO\ QDPHG>HPSKDVLVPLQH@ ± WKHLQILQLWH LVFORVHGDQGVLOHQW´ ,QDPRYHWKDW
HPSKDVL]HV(OOXO¶V QRWLRQRIWKHWUDQVFHQGHQWLPPDQHQWDVVRPHWKLQJWKDWK LGHVDVPXFKDVLWUHYHDOV/RYHNLQ
IXUWKHUFODULILHV WKDWKHVHHV³(OOXO¶V *RGLQSKLORVRSKLFDOWHUPVDVWKHLQVLVWHQFHXSRQWKHGLPHQVLRQWKDWVXUURXQGV
XSRQWKDWUHDOLW\ZKLFKDOZD\VHOXGHVFRPSOHWH FRQILUPDWLRQ´  &DVVLUHU (UQVW³)RUP8QG7HFKQLN´>)RUP
DQG7HFKQRORJ\@6\PERO7HFKQLN6SUDFKH>6\PERO7HFKQRORJ\DQG/DQJXDJH@ HGLWHGE\(UQVW:ROIJDQJ2UWK
DQG-RKQ0LFKDHO.URLV+DPEXUJ )HOL[ 0HLQHU9HUODJ  SS±

EHWZHHQ UHDOLW\ DVJLYHQ DQGPDGH WHFKQLFDO UHDOLW\ IURP WKHVWDQGSRLQWV RI WKH
SKHQRPHQRORJLFDO HPERGLPHQW RI H[SHULHQFH ODQJXDJH DVDQH[SUHVVLRQ RIHPERGLHG
FRQVFLRXVQHVV DQGWKHHVVHQFHRI WHFKQLTXH YVWKH HVVHQFHRIKXPDQLW\ DVGLVWLQFW RQWRORJLFDO
VWUXFWXUHV
/RYHNLQ¶V FRQFHUQ ZLWK WKHTXHVWLRQ RIV\PEROLF IXQFWLRQ LQ (OOXO OHDGVKLP WRFRQIURQW D
SDUDGR[ LQ(OOXO¶V WKHRU\ RIWHFKQLFDO UHDOLW\ DVFRQVWLWXWLYH RIDQGFRQVWLWXWHG E\DQDXWRQRPRXV
PRQLVWLF VHOIDXJPHQWLQJ V\VWHP LH WKDW WHFKQLTXH DVDQDUWLILFH RIUHDOLW\ DVJLYHQ LVD
V\PERO V\VWHP WKDW LVQHLWKHU V\PEROLF QRU V\VWHPDWLF LQ WKHQDWXUDO VHQVH7KDW LV/RYHNLQ
VXJJHVWV WKDW WKH WHFKQRORJLFDO V\VWHP ODFNVWKH LQWHUQDO VWUXFWXUDO FKDUDFWHULVWLFV WKDW GHILQH
ERWKWHUPV LH WKH DELOLW\ RI HDFKSDUWWRUHJLVWHU IHHGEDFNWRWKHZKROH DVDFRQVHTXHQFH RIWKH
SDUW¶VUHFRJQLWLRQ RI ERWKLWV VLPLODULW\ DQGGLIIHUHQFH LQ UHODWLRQ WRWKHZKROH /RYHNLQ
PDLQWDLQV WKDW WKLV XQLW\ RI VLPLODULW\ DQGGLIIHUHQFH GHILQHV DXWKHQWLF FRPPXQLFDWLRQ LQ (OOXO
WKXV SRVLWLRQLQJ WKLV XQLW\ RIFRQWUDGLFWLRQ DVWKHIRXQGDWLRQDO FODLP LQ(OOXO¶V WKHRU\ RI
ODQJXDJH
7KH5HODWLRQRI'LDOHFWLF6WUXFWXUH WR6\PEROLF )XQFWLRQ
$OWKRXJK /RYHNLQ DQG(OOXO¶V SRVLWLRQV GLIIHU UHJDUGLQJ WKH WKHRUHWLFDO VLJQLILFDQFH RI
KXPDQ LPDJLQDWLRQ /RYHNLQ PDLQWDLQV WKDW(OOXO¶V DXWKHQWLFDOO\KXPDQ V\PEROLF ZRUOG UHOLHV
XSRQ LPDJLQDWLYH SDUWLFLSDWLRQ DVPXFK DVDVHQVHRIRWKHUQHVV :RUNLQJ XSRQ(OOXO¶V
DUWLFOH ³6\PEROLF )XQFWLRQ 7HFKQRORJ\ DQG6RFLHW\ ´ ZKLFK VXJJHVWV WKDW WKH V\PEROLF
GLPHQVLRQ HTXLSVKXPDQLW\ WRFUHDWH DZRUOG DSDUWIURP WKH FRQILQHV RIVHQVXDO LPPHGLDF\
 +HUH WKHWHUP ³WHFKQRORJLFDOV\VWHP´LVXVHGWRHPSKDVL]H WKHUHDOLW\ WHFKQLTXHDQGWKHGLVFRXUVHDERXWWKDW
UHDOLW\WHFKQRORJ\DVDG\QDPLFDOEHLWVWUXFWXUDOO\PRQLVWLF IRUFH
 ,Q(OOXO¶V V\PEROLF³RWKHUZRUOG´KXPDQLPDJLQDWLRQ LVXVHGWRFUHDWHDVSDFHWRILQGFUHDWLYHSRVVLELOLWLHVWKDWOLH
EH\RQGWKHFORVXUHRIVHQVXDOREMHFWLYHH[SHULHQFH %\FUHDWLQJDQLPDJLQDWLYH ³RWKHU´ZRUOG WKDWVHUYHVDVWKH
µZRUNVKRS¶IRUUHLQWHUSUHWLQJDQGUHVLWXDWLQJWKHVXEMHFWLYHSRVLWLRQLQUHODWLRQWRWKHREVWDFOHKHVKHHQFRXQWHUV
KXPDQEHLQJUHWDLQVPDVWHU\RYHUZRUOG DQGKLVKHUVLWXDWLRQLQLW6HH(OOXO ³6\PEROLF )XQFWLRQ7HFKQRORJ\DQG
6RFLHW\´S

/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV HPSKDVL]HV WKHGLDOHFWLF QDWXUH RI WKLV
GLPHQVLRQ DQGKRZLW IXQFWLRQV DVDGXDOLW\ RIVWUXFWXUH ³7KH GLDOHFWLF EHWZHHQ WKH LQGLYLGXDO
DQGWKHZRUOG DQGEHWZHHQ WKDW VXEMHFWLYLW\ DQGZKDW LV H[SUHVVHG HQDEOHV WKLV ³RWKHU ZRUOG ´ WR
EHDFKLHYHG LW LV ERWKWKH FRQGLWLRQ RIV\PEROLF FRQVFLRXVQHVV DQGLWV UHVXOW ´ 7KH LQWHU
UHODWLRQ EHWZHHQ ODQJXDJH DQGFRQVFLRXVQHVV XSRQZKLFK (OOXO¶V WKHRU\ RIWHFKQLTXH 
WHFKQRORJ\ UHOLHV LVH[SUHVVHG KHUHDVDGXDOLW\ RIGLDOHFWLF IXQFWLRQ ,Q(OOXO¶V DXWKHQWLFDOO\
KXPDQ V\PEROLF GLPHQVLRQ ZLWK WKHZRUGDVLWV JLYHQ IRUP RIPHGLDWLRQ WKHGXDOLW\ RI
FRQVFLRXVQHVV DQGODQJXDJH LVWDNHQXSDQHZ LQ HYHU\ VSHHFKDFWPDLQWDLQLQJ DFRQWLQXRXV
³UHDFK ´ WRZDUGWKHXQDWWDLQDEOH FORVXUH WKDW NHHSVWKHSRVVLELOLW\ RIDFWLRQ LQ VLJKW ZKLOH DOZD\V
UHPDLQLQJ ILUPO\ JURXQGHG LQ WKHWHPSRUDO TXHVWLRQ EHIRUHLW +XPDQ DFWLRQ LQ WKLV FDVHLVD
UHVSRQVH WRDTXHVWLRQ RIEHLQJ RYHUGRLQJ (OOXO¶V HWKLF DVLQIRUPHG E\KLV SKLORVRSK\ RI
GLDOHFWLF FRPPXQLFDWLRQ GHSHQGVXSRQ WKHKXPDQ DELOLW\ WRPDLQWDLQ WKHXQDWWDLQDEOH ³UHDFK ´
/RYHNLQ UHIHUV WRDERYHDVPXFK DVLW GHSHQGVXSRQ DEHLQJFHQWHUHG DZDUHQHVV FDSDEOHRI
FKDQJLQJ WKHFRXUVHRIDFWLRQ LQ UHVSRQVH WRLWV DWWHQWLRQ WREHLQJ LQ WLPH ,Q/RYHNLQ¶V YLHZ
(OOXO¶V DXWKHQWLF KXPDQ FRQVFLRXVQHVV LVERWK IXOO\ ³V\PEROLF ´ RQWKHVH WHUPV DVZHOO DV
LQKHUHQWO\ ³GLDORJLFDO ´ LQ WKHFUHDWLRQ RIPHDQLQJ 
7KHGLDOHFWLF VWUXFWXUH RIFRQVFLRXVQHVV LV VXEVWDQWLDOO\ DOWHUHG KRZHYHU LQ WKHFDVHRI
WHFKQLTXH WHFKQRORJ\ UHVXOWLQJ LQ DFRUUHVSRQGLQJ DOWHUDWLRQ RI IXQFWLRQ /RYHNLQ 7HFKQLTXH
'LVFRXUVH DQG&RQVFLRXVQHVVPDLQWDLQV WKDW IRU(OOXO WHFKQLFDO FRQVFLRXVQHVV LV ERWK
³QRQGLDORJLFDO DQGQRQV\PEROLF ´ LHPRQRORJLFDO DQGSXUHO\ VLJQLI\LQJ 7KLV
VWUXFWXUDO UHGXFWLRQ FRPHV WKURXJK WKHHOLPLQDWLRQ RIUHODWLRQ DIIRUGHG E\WKHGLVWDQFH SUHVHUYHG
LQ WKH VSDFHRIGLDOHFWLF WHQVLRQ :KHQ WKHKXPDQ OLQJXLVWLF FRGHEHFRPHV ³WHFKQRORJLFDO ´
 (OOXO 7KH7HFKQRORJLFDO6\VWHPH[SOLFDWHV WKHLPSRUWDQFH RIGLDOHFWLFGLVWDQFLDWLRQ LQWKHV\PEROLFPHGLDWLRQRI
ZRUOGE\VWDWLQJ³7KHWHFKQRORJLFDOV\VWHPLVDUHDOXQLYHUVHZKLFKFRQVWLWXWHVLWVHOIDVDV\PEROLFV\VWHP:LWK

LHPLUURUV WKHLPDJH RI WKHUHDOLW\ ZKLFK LW H[SUHVVHV WKHUHODWLRQ EHFRPHV LPPHGLDWH DQGDOO
GLVWDQFH EHWZHHQ VXEMHFW DQGREMHFWLV WKXV HOLPLQDWHG 7KHGLDORJLFDO V\PEROLF GLPHQVLRQ
FROODSVHV LQWR WKHPRQRORJLFDO GLPHQVLRQ RIWKH LPDJH WKHVLJQ ZKLFK LQ LWV VHSDUDWLRQ IURP DQ\
FRQFUHWH VXEMHFW RUREMHFWORVHV LWV UHODWLRQ WRWKH IORZ RI WLPH LWVHOI 7KHGLVHPERGLHG VLJQ LV
WKXV DSXUHO\ YLVXDO PHDQV LQGLFDWLQJ VKHHU ³WKHUHQHVV ´ LQ LWV ODFNRIDQ\ VXEMHFWLYH RULJLQ RU
³ZKHUHQHVV ´ )RU/RYHNLQ WKH FROODSVH RI(OOXO¶V GLDOHFWLF V\PEROLF UHDOP LQWR WKH
PRQRORJLF XQLYHUVH RIVLJQV UHVXOWV LQ WKHGLVFRQQHFWLRQ EHWZHHQSDVWDQGSUHVHQW LQ
FRQVFLRXVQHVV WKHUHE\ HOLPLQDWLQJ WKHQHHGIRUPHPRU\ DQG LPDJLQDWLRQ 3DUWRIWKH LPSRUWDQFH
RI/RYHNLQ¶V SURMHFW UHODWHV WRKLV H[SOLFDWLRQ RIKRZ(OOXO¶V GLDOHFWLF FRQVFLRXVQHVV SURYLGHV WKH
JURXQG IRU H[SUHVVLRQ RI DQDXWKHQWLFDOO\ KXPDQ V\PEROLF GLPHQVLRQ ZKLFK SURYLGHV DVSDFHIRU
WKHSRZHUVRIPHPRU\ DQG LPDJLQDWLRQ WRFXOWLYDWH SRVVLELOLW\ 7KLV V\PEROLF GLPHQVLRQ
LV IRXQGHG LQ DGLDOHFWLF FRQVFLRXVQHVV RIUHDOLW\ ZKHUHE\ GLVWDQFH DOORZV FRQVFLRXVQHVV WR
SHUFHLYH WKH ³RWKHUQHVV ´ RI REMHFWVLQ UHODWLRQ WRRQH¶V RZQVHOIFRQVFLRXVQHVV 
6\PEROLVP LQWKH&XOWLYDWLRQ RI0HPRU\DQG.QRZOHGJH
/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV REVHUYHV WKDW XQOLNH WKHDXWKHQWLF
V\PERO ZKLFK VLPXOWDQHRXVO\ H[SUHVVHV ZKDW WKHZRUOG LVDQGLV QRW(OOXO¶V WHFKQLFD O
V\PERO GHPDQGV DIRUP RI UHSOLFDWLRQ WKDW H[FOXGHV GLVWDQFH DQGWKHUHIRUH DVHQVHRI RWKHUQHVV 
7KLV XQLIRUPLW\ RIVWUXFWXUH LPPHGLDF\ RI UHODWLRQ DQGWKHODFNRI³ZKHUHQHVV ´ RI V\PEROLF
RULJLQ HIIDFHV DQ\ FROOHFWLYH PHPRU\ XSRQZKLFK UHSURGXFWLRQ RI DXWKHQWLF V\PEROLF UHDOPV UHO\
/RYHNLQ VWDWHV WKDW ³>Z@LWK PHPRU\ WKDWZKLFK LV QRWLV SODFHG LQ UHODWLRQ WRWKDWZKLFK
LV 0HPRU\ LVPDGHSRVVLEOH E\V\PEROV ZKLFK LQ WXUQPDNHVRWKHU V\PEROV SRVVLEOH ´ 
UHVSHFWWRQDWXUHWKHV\PEROLF XQLYHUVHZDVDQLPDJLQDU\ XQLYHUVHDVXSHURUGLQDWHGUHIOHFWLRQHQWLUHO\LQV WLWXWHG
E\PDQLQUHODWLRQWRWKLVQDWXUDOZRUOG ,WHQDEOHGKLP WRGLVWDQFLDWHKLPVHOI DQGGLIIHUHQWLDWH KLPVHOI IURP WKDW




7KHUHIRUH ZLWKLQ WKHGLDOHFWLF PRYHPHQW V\PEROLF UHDOLW\ LV VLPXOWDQHRXVO\ SURGXFHGDVLW LV
DFTXLUHG /RYHNLQ DVVHUWV WKDW WKLV GLDOHFWLF VWUXFWXUH KDV FRQVHTXHQFHV IRU NQRZOHGJH DVWKH
³NQRZOHGJH DWWDLQHG E\V\PEROL]LQJ SRZHUVUHTXLUHV GLVWDQFH DQGRWKHUQHVV ´ $FFRUGLQJ
WR/RYHNLQ LQ(OOXO¶V DXWKHQWLFDOO\KXPDQ V\PEROLF UHDOP ERWKSHUVRQDO DQGFROOHFWLYH IRUPV RI
PHPRU\ MRLQ WRSURYLGH DFRQVWUXFWLRQ DQGDQXQGHUVWDQGLQJ RIWKHSUHVHQW LQ UHODWLRQ WRWKHSDVW
/RYHNLQ VWDWHV WKDW ³WKH V\PERO LVZKDW JLYHV VKDSHWR WKLV SUHVHQW MRLQLQJ LW WRWKHSDVW±
WRZKDW WKHSUHVHQW LV QRW± DQGJLYLQJ PRYHPHQW DQGGLPHQVLRQ WRWKHSUHVHQW ´ WKXV
JXDUDQWHHLQJ FRQWLQXLW\ RIERWKSHUVRQDO DQGFROOHFWLYH IRUPV RI V\PEROLF FRQVFLRXVQHVV 
,QFRQQHFWLRQ ZLWK WKLV WKRXJKW /RYHNLQ HPSKDVL]HV (OOXO¶V QRWLRQ WKDW WKHHPHUJHQFH RI
PHDQLQJ LV JURXQGHG QRW LQ DSRVLWLYH UHFRJQLWLRQ EXWLQ DFRQWLQXDO SURFHVVRI UHWXUQ WRD
QHJDWLYH ³WKH IXOOQHVV RIWKHSUHVHQW LVPDGHSRVVLEOH E\VHHLQJ LW LQ WHUPV RIZKDW LW LV QRWLQ
UHODWLRQ WRZKDW LW ODFNV ´ ,QUHFRJQLWLRQ RI WKLV QHJDWLYH YDOXH /RYHNLQ WDNHVD
SKLORVRSKLFDO SRVLWLRQ WRDIILUP (OOXO¶V WKHRORJLFDO SRVLWLRQ WKDW WKHSUHVHQFHRI DEVHQFH ± JLYHQ
LQ WKH DZDUHQHVV RIGLDOHFWLF WRWDOLW\ ± ³LV QRW QHJDWLYH EXW FRQVWLWXWLYH ´ ,Q/RYHNLQ¶V
FKDUDFWHUL]DWLRQ RI(OOXO¶V WKHRU\ RIWKH V\PERO WKH V\PERO HPHUJHV LQ WKLV VSDFHRI GLDOHFWLFDO
UHODWLRQ WKDW EHJLQV ZLWK DQLQGLYLGXDO VXEMHFW LQ UHODWLRQ WRDZRUOG ZKHUHKHVKH UHFRJQL]HV D
VLPLODULW\ DQGDGLIIHUHQFH DWRQFH)URP WKLV VLWH RIG\QDPLF DQG FRFRQVWUXFWLYH XQLW\
WKH V\PERO ODQJXDJH DQGPHPRU\ HPHUJH 
/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV IXUWKHU SRLQWV WRKRZDGLDOHFWLF
DZDUHQHVV RIWKHSUHVHQFHRIDEVHQFH RUDODFN LQ(OOXO FRQVWLWXWHV WKHVLWH RIKXPDQ V\PEROLF
SRVVLELOLW\ DQGFUHDWLYLW\ 0HDQLQJIXO V\PEROLF H[SUHVVLRQ EHJLQV ZLWK UHFRJQLWLRQ RI WKHODFN
DVSRVVHVVLRQ KDVQRQHHGIRU DV\PEROLF DFWWRRYHUFRPH LW WKURXJK H[SUHVVLRQ 
7HFKQLTXH KRZHYHU KXPLOLDWHV WKH V\PEROLF RUGHUGHQ\LQJ WKH IRUPDWLRQ RIWKHQHJDWLYH DQG
 (OOXO ³6\PEROLF )XQFWLRQ7HFKQRORJ\DQG6RFLHW\´S

UHTXLULQJ WKDW DOO H[SUHVVLRQ EHUHGXFHG WRWKH UDWLRQDO HIILFLHQW ODQJXDJH RILPDJH ± DODQJXDJH
RIVLJQV  7KH WHFKQRORJLFDO RUGHURIUDWLRQDOLW\ DQGHIILFLHQF\ GHPDQGV WKDW DOO REMHFWV
HQWHULQJ WKLV RUGHUEHDVVLJQHG DSRZHUDQGDSULRULW\ E\QDPLQJ DPHWKRG RIV\VWHPDWLFDOO\
FODVVLI\LQJ WKHP EDVHGXSRQ DSSHDUDQFH 7KURXJK DQDFWRI ³DSSDUHQW FODULILFDWLRQ ´
QDPLQJ RUWKH UHGXFWLRQ RI HYHU\WKLQJ WRWKHUDWLRQDO HIILFLHQW RUGHURI WKHVLJQ ³EHFRPHV DQDFW
RISURSDJDQGD RIXQUHDVRQ DQGREIXVFDWLRQ ´ )RU(OOXO SURSDJDQGD XQUHDVRQ DQG
REIXVFDWLRQ DOO DULVHZLWK WKHGHQLDO RIWKH H[LVWHQFH RI GLDOHFWLFDO UHDOLW\ WKURXJK VXSSUHVVLRQ RI
WKH VSLULWXDO WUDQVFHQGHQW GLPHQVLRQ RIFRQVFLRXVQHVV ± LHWKH DXUDO GLPHQVLRQV RIKHDULQJ DQG
OLVWHQLQJ ,QWKHPRYH WRHVWDEOLVK FHUWDLQW\ WKURXJK UDWLRQDO V\VWHPL]DWLRQ DQGDSXUHO\ YLVXDO
ODQJXDJH WKHKXPDQ VSLULW PXVW EHUHOLQTXLVKHG WRWKHVSLULW RIWHFKQLTXH WKHDEVWUDFWLRQ RI
EHLQJ LQWR DSHUSHWXDO VWDWHRI EHFRPLQJ ± WKHSXUVXLW RIPHDQV ZLWKRXW DQHQG
7HFKQLTXH DVWKH8QFRQVFLRXV&RQVFLRXVQHVV
/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV FKDUDFWHUL]HV (OOXO¶V FRQFHSWLRQ RI
WHFKQLTXH DVDUDWLRQDOO\FRQVWUXFWHG HQVHPEOH RIPHDQV DEVHQW RIDQ\ HQGDVDQDUWLILFLDO
UHDOLW\ FRQVWLWXWHG E\³DPHQWDOLW\ DQLQWHQWLRQDOLW\ DQGDZD\RI V\PEROL]LQJ WKHZRUOG ´ 
0HQWDOLW\ LQWHQWLRQDOLW\ DQGV\PEROL]DWLRQ DUHH[SUHVVHG LQ WKHLU XQLW\ DVDIRUP RI ODQJXDJH
LH WHFKQRORJ\ PLUURULQJ WKHDUWLILFLDO UHDOLW\ ,Q(OOXO¶V WKHRU\ RI WKHWHFKQRORJLFDO V\VWHP
WKLV PLUURULQJ HIIHFW HVWDEOLVKHV DVLWH RIFORVXUH E\ZKLFK QDWXUDO REMHFWVDUHJUDVSHGDQG
EHFRPHDEVWUDFWHG IURP WKHUHDOZRUOG ± WUDQVIRUPHG LQWR PHDQV E\DODQJXDJH ZKLFK LV LWVHOI D
PHDQV ± VHWWLQJ LQWRPRWLRQ DQDXWRQRPRXV DQGVHOIDXJPHQWLQJ SURFHVVZKLFK UHSURGXFHV
 (OOXO LPSOLFLWO\ FRQQHFWVWKHGHV\PEROL]HGODQJXDJHRIVLJQVZLWKWKHILUVW RULHQWLQJ IRUPRU)%6 LQ7KH
+XPLOLDWLRQRIWKH:RUG ³6LJQVILOO PHZLWKDQLPDJLQDU\ ZRUOGLQYHQWHGE\SHRSOHOLNHPH DQGFRQYH\HGE\WKHVH






JHRPHWULFDOO\ XQWLO DFKLHYLQJ XQLYHUVDOLW\ 7KLV XQLYHUVH RIPHDQV LV XQLWHG WKURXJK DVLQJXODULW\
RIVWUXFWXUH VKDUHGE\ERWK WKLV DUWLILFLDO ZRUOG DQGLWV IRUP RIPHGLDWLRQ 7KH DUWLILFLDO
HQVHPEOH¶V ODFNRIGLDOHFWLF XQLW\ DXQLW\ DFKLHYHG WKURXJK VXEMHFWLYH DZDUHQHVV RIGLVWDQFH DQG
GLIIHUHQFH LQ UHODWLRQ WRREMHFWVSURGXFHV DPRQRORJLF VWUXFWXUH H[SUHVVLYH RI DVLQJXODU
IXQFWLRQ HIILFLHQF\ 7KURXJK WKHUHGXFWLYH HPSKDVLV RQHIILFLHQF\ WKHQRQGLDOHFWLFDO VWUXFWXUH
RIWHFKQLTXH FORVHV DOO REMHFWVZLWKLQ LWV JUDVS LQWR DFDXVDOO\UHSURGXFWLYH IRUP HPSKDVL]LQJ
DFWLRQ RYHU H[LVWHQFH :KLOH WKHKXPDQ HVVHQFHZKLFK (OOXO¶V WKHRORJLFDOO\LQIRUPHG
H[LVWHQWLDOLVP YLHZV DVSURFHHGLQJ IURP EHLQJ LV ³ZRUNHGRXW DVV\PERO V\VWHPV LQ FXOWXUHV ´
WHFKQLFDO HVVHQFHGHPDQGV WKDW KXPDQ EHLQJ FRQIRUP ZLWK LWV IRUPDO VWUXFWXUH RI QRQ
FRQWUDGLFWLRQ LH DQHVVHQFH H[SUHVVHG WHFKQRORJLFDOO\ RULQ SXUHO\ UDWLRQDO WHUPV 
6SHDNLQJ IURP DVRFLRORJLFDO SRVLWLRQ (OOXO 7KH7HFKQRORJLFDO 6RFLHW\FOHDUO\ VXJJHVWV
WKDW KHYLHZV WKH VXSSUHVVLRQ DQGRUHOLPLQDWLRQ RI KXPDQ HVVHQFHE\WHFKQRORJLFDO HVVHQFH
LH WKHGLVFRXUVH DERXWWHFKQLTXH DVWKH VLWH RIIRUPDWLRQ RIWHFKQLFDO FRQVFLRXVQHVV 7KH
FRQVFLRXVQHVV RIWKH WHFKQRORJLFDO VRFLHW\ ZKLFK /RYHNLQ LPSOLHV LVFRQVWLWXWLYH RIWKH IXVLRQ RI
H[LVWHQFH DQGHVVHQFH LVSURGXFHGE\DV\PERO V\VWHP WKDW ODFNVWKH DELOLW\ WRVHOIFRQVFLRXVO\
SHUFHLYH LWVHOI DVVXFK 'XHWRWKLV V\PERO V\VWHP¶V ODFNRIV\PEROLF LHGLDOHFWLF
IXQFWLRQ /RYHNLQ ORFDWHV(OOXO¶V SUREOHP RI WHFKQLTXH DVDUHDOLW\ ZLWKLQ WKHUHODWLRQVKLS
EHWZHHQ ODQJXDJH DQGFRQVFLRXVQHVV E\VWDWLQJ WKDW WHFKQLTXHLVDFRQVFLRXVQHVVWKDWLV
XQFRQVFLRXVRILWVHOI 7KLV FODLP LVFHQWUDO WR/RYHNLQ¶V XQGHUVWDQGLQJ RI(OOXO¶V WKHRU\ RI
WHFKQLTXH IURP DSKHQRPHQRORJLFDO SHUVSHFWLYH RIWKHWHFKQLFDO VWDWH RIPLQG FKDUDFWHUL]HG E\
WKH DEVHQFHRI RULJLQV DQGWKH DEVHQFHRI OLPLWV :KLOH (OOXO VHHVERWK IRUPV RIDEVHQFH LQ WHUPV
RIDWKHRORJLFDOO\ LQIRUPHG H[LVWHQWLDO SUREOHP JURXQGHG LQ WKH ORVV RIDFRQFUHWH VXEMHFW
 /RYHNLQ ILUVWUHIHUVWRWKHSDUDGR[RIWHFKQLTXHDVDFRQVFLRXVQHVVWKDWLVXQFRQVFLRXVRILWVHOILQ³$UWLIDFWV
3ROLWLFV DQG,PDJLQDWLRQ )URP0DU[ WR9LFR´  DQGODWHUGHYHORSVWKLVQRWLRQLQWRDPDMRU WKHRUHWLFDOSRLQW
LQ7HFKQLTXH'LVFRXUVHDQG&RQVFLRXVQHVV&RQVFLRXVQHVV  FI   

/RYHNLQ FRQFHQWUDWHV RQDSKHQRPHQRORJLFDO H[SOLFDWLRQ WKDW VXSSRUWV WKHVH WHUPV IURP D
SKLORVRSKLFDO SHUVSHFWLYH
,QRUGHUWRXQGHUVWDQG /RYHNLQ¶V FKDUDFWHUL]DWLRQ RIWHFKQLTXH DVFRQVWLWXWLYH RIDQ
XQFRQVFLRXV FRQVFLRXVQHVV LW LVLPSRUWDQW WRSD\DWWHQWLRQ WRWKHLQWHUUHODWLRQ EHWZHHQ WZR
IRXQGDWLRQDO FRQFHSWV LQZKDW KH FRQVLGHUV DV(OOXO¶V WKHRU\ RIWKH V\PERO GLVWDQFH DQG
GLIIHUHQFH RU³RWKHUQHVV´ %HIRUHSURFHHGLQJ ZLWK /RYHNLQ¶V H[SOLFDWLRQ RIWKHVH FRQFHSWV
KRZHYHU LWPD\ EHKHOSIXO WRFRQVLGHU (OOXO¶V XVHRIWKH WHUP³LPPHGLDWH ´ RU³LPPHGLDF\ ´ WR
GHVFULEH WKH IRUP RIUHODWLRQ HVWDEOLVKHG LQ WHFKQLTXH ,QHYHU\ FDVHWKH WHUP LV XVHGLQ WKH
FRQWH[W RIGHVFULELQJ DFRUUHVSRQGLQJ HIIHFW XSRQ FRQVFLRXVQHVV SDUWLFXODUO\ DVWKH LPSHWXV IRU
UHDFWLRQ UDWKHU WKDQ UHVSRQVH LQ DSURFHVVWKDW VKRUWFXWV WKHGLDOHFWLF SURFHVV ,QSDUWLFXODU
(OOXO¶V XVHRIWKLV PHWDSKRU HPHUJHV LQ 7KH+XPLOLDWLRQRIWKH:RUG WRGHVFULEH WKH
H[SHULHQFH RI VLJKW DORQH DVDIRUP RIPHGLDWLRQ DQGLQ 7KH7HFKQRORJLFDO 6RFLHW\ WR
GHVFULEH WKH DFWLRQ WKDW UHVXOWV IURP WKHLQWHUYHQWLRQ RIFRQVFLRXVQHVV LQWR UDWLRQDO MXGJPHQW LQ
WKH WHFKQLFDO SKHQRPHQRQ 
+RZHYHU /RYHNLQ¶V IRFXVRQGLVWDQFH DQGGLIIHUHQFH LQ(OOXO¶V WKHRU\ RIWKH V\PERO
ILQGV WKHJUHDWHVW GHJUHHRIUHOHYDQF\ ZKHQSODFHGZLWKLQ WKHFRQWH[W RI(OOXO¶V XVHRIWKH WHUP
³LPPHGLDWH ´ WRFKDUDFWHUL]H WHFKQRORJ\ DVDIRUP RIPHGLDWLRQ LQ7KH7HFKQRORJLFDO 6\VWHP
+HUH(OOXO SRLQWV WRWKH FRQWH[W ORVW WKURXJK WKHHOLPLQDWLRQ RI GLVWDQFH WKURXJK WKH
³LPPHGLDF\ ´ RI WKHUHODWLRQ HVWDEOLVKHG E\WHFKQRORJLFDO V\VWHP DIRUP RI ³VWHULOH ´
FRQVFLRXVQHVV DVRSSRVHGWRSUHYLRXV V\VWHPV ³ZKLFK ZHUHSOXULYRFDO HTXLYRFDO XQVWDEOH LQ
WKHLU DSSOLFDWLRQV DQGDOVRGHHSO\ URRWHGLQ DULFK DQGFUHDWLYH XQFRQVFLRXV ´ (OOXO
HPSKDVL]HV WKLV ORVV RIGLVWDQFH LQ WHUPV RIDQ LPPHGLDF\RIUHODWLRQ E\PDLQWDLQLQJ WKDW ³>W@KH
 (OOXO HQJDJHVLQDGHWDLOHGGLVFXVVLRQRIWKHUROH RIGLVWDQFLDWLRQLQV\PEROL]DWLRQ LQ7KH7HFKQRORJLFDO6\VWHP

 7KLVVKRUWFXWOHDGVIURP LPSXOVHWRDFWLRQE\H[FOXGLQJ UHIOHFWLRQ

UHODWLRQVKLS EHWZHHQ WHFKQRORJ\ DQGPDQ LVQRQPHGLDWHG´ +HIXUWKHU HPSKDVL]HV WKDW
WHFKQRORJLFDO PHGLDWLRQ GRHVQRWLQYROYH DPHUH VKLIWLQJ RI FRQVFLRXVQHVV E\FODULI\LQJ WKDW
³>W@KH UHODWLRQ WRWHFKQRORJ\ LVLPPHGLDWH ZKLFK GRHVQRWPHDQ WKHFRQVFLRXVQHVV KDVQRZ
EHFRPH WKHVLPSOH UHIOHFWLRQ RI WKHWHFKQRORJLFDO HQYLURQPHQW ´  5DWKHU (OOXO¶V SRVLWLRQ
KHUH LVWKDW FRQVFLRXVQHVV DQGWKH ODQJXDJH WKDW H[SUHVVHV LW KDYH FRQIRUPHG ZLWK WKHVWUXFWXUH
RIDOO REMHFWV FRPSULVLQJ WKHWHFKQLFDO XQLYHUVH ZKLFK KDYLQJ ORVW WKHLU V\PEROLF LGHQWLW\ DV
REMHFWVDWDGLVWDQFH DUHQRZDWHFKQLFDO ³PHDQV ´ HIIHFWLQJ DVLQJXODU IRFXV XSRQ WKLV VWUXFWXUH
WRWKH H[FOXVLRQ RI DQ\RWKHU IRUP RIPHGLDWLRQ +XPDQ EHLQJ LVQRW UHSUHVHQWHG LQ WKLV
VWUXFWXUDO IRUPDWLRQ EHFDXVHFRQVFLRXVQHVV DQGZRUOGKDYH EHFRPHXQLILHG WKURXJK DZKROO\
UDWLRQDO DQGDEVWUDFW IRUP RISUHVHQFH LH WKHSUHVHQFHRI DQRQVXEMHFWLYH QRQOLYLQJ IRUP RI
PHGLDWLRQ $VDQRQOLYLQJ IRUP RI DEVWUDFW EHLQJ DWHFKQLFDO ³PHDQV ´ FDQWKXV EH
FRQVLGHUHG DVDIRUP RIQRQEHLQJ ZLWK ZKLFK DXWKHQWLF FRQVFLRXVQHVV EHFRPHVREOLJDWHG WR
FRQIRUP LQ RUGHUWRILQG H[SUHVVLRQ LQ WKLV DUWLILFLDO XQLYHUVH 
/RYHNLQ¶V SKHQRPHQRORJLFDO H[SORUDWLRQ RIWKH WKHRU\ RIWHFKQLTXH SURPRWHV DPRUH
FRPSUHKHQVLYH XQGHUVWDQGLQJ RI(OOXO¶V ³PHDQV ´ DVDIRUP RI QRQEHLQJ E\H[SORULQJ WKH
TXHVWLRQ RI KRZEHLQJ LVH[SHULHQFHG DVDIRUP RI DEVWUDFWFRQVFLRXVQHVV WKDW KDVEHFRPH
HPERGLHG GXHWRWKHLQDELOLW\ RIDXWKHQWLF EHLQJ WRJDLQ GLVWDQFH IURP WKHZRUOG LW SHUFHLYHV ± D
ZRUOG IRUPHG WKURXJK DSXUHO\ UDWLRQDO YLVXDO HQVHPEOH RILPPDQHQW DSSHDUDQFH7KH
³LPPHGLDWH ´ UHODWLRQ HVWDEOLVKHG E\WHFKQLTXH¶V IRUP RISXUHO\ YLVXDO PHGLDWLRQ YRLGV WKH







³RWKHUQHVV ´ LHWKHZKDWLV LQ UHODWLRQ WRWKHZKDWLVQRWFRQVWLWXWLQJ (OOXO¶V JURXQG IRU
V\PEROLF IRUPDWLRQ LV HOLPLQDWHG 
)RUPDWLRQ RI7HFKQLTXH¶V 1RQ'LDORJLFDO DQG1RQ6\PEROLF &RQVFLRXVQHVV
/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV VLWXDWHV (OOXO¶V SUREOHP RIWHFKQLFDO
FRQVFLRXVQHVV E\SRLQWLQJ WRWKHDEVHQFHRIWZRHOHPHQWV FRQVWLWXWLYH RIDXWKHQWLF
FRPPXQLFDWLYH IXQFWLRQ LH WKDW WHFKQLFDO FRQVFLRXVQHVV LV QRQGLDORJLFDO DQGQRQV\PEROLF
/RYHNLQ LPSOLHV KHUH WKDW WKHORVV RI GLDORJLFDO DQGV\PEROLF IXQFWLRQ LVDSUREOHP RI
VWUXFWXUH FUHDWHGE\WKH DEVHQFHRI GLVWDQFH LQ UHODWLRQ ZKHQ KHVWDWHV ³>E@HFDXVH KXPDQLW\ LQ
WHFKQLTXH GRHVQRWGLVWDQFH LWVHOI LQ UHODWLRQ WRLWV RZQFUHDWLRQV LW FDQQRORQJHU V\PEROL]H
WKHP ´ /RYHNLQ¶V SKHQRPHQRORJLFDO FKDUDFWHUL]DWLRQ RIWKH LQDELOLW\ WRH[SUHVV V\PEROLF
EHLQJ LQ WHFKQLTXH SURYLGHV HQWUDQFH WRZDUGDGHHSHUPRGHRI XQGHUVWDQGLQJ WKH UHOHYDQFH RI WKH
ORVV RIGLVWDQFH DQGGLIIHUHQFH LQ(OOXO¶V FODLP WKDW KXPDQ EHLQJ LWVHOI PXVW EHUHGXFHGWRPHDQV 
(OOXO 7KH7HFKQRORJLFDO 6\VWHPPDLQWDLQV WKDW WKH UHGXFWLRQ RIERWK VXEMHFW DQGREMHFWWR
DEVWUDFWPHDQV LVWKHGLUHFW UHVXOW RIWKH DOWHUDWLRQ RI WKHGLVWDQFHGHSHQGHQW VWUXFWXUH RIGLDOHFWLF
FRQVFLRXVQHVV ZKLFK EHJLQV LQ WKH WHFKQLFDO SKHQRPHQRQ $VWHFKQLFDO PHDQV DUH
H[SRQHQWLDOO\ DXJPHQWHG ZLWKLQ WHFKQLFDO FRQVFLRXVQHVV DOO IRXQGDWLRQV EHFRPH ORVW LQ WKH
HQGOHVVO\ IRUZDUG UHSURGXFWLRQ RIDEVWUDFW UHDOLW\ 
/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV GHWHFWVDQLURQ\ ZLWK UHJDUG WRWKH
QRWLRQ RIWHFKQLTXH DVDV\PEROLF GLPHQVLRQ WKDW KDVEHFRPHQRQV\PEROLF WKURXJK WKH IRUZDUG
SURJUHVVLRQ RIPHDQV 7KLV LURQ\ UHVWV XSRQ WKHWKHRUHWLFDO SRVLWLRQ WKDW ³>W@HFKQLTXH ZKLFK LV D
V\PEROLF FRQVWUXFWLRQ ORVHV LWV V\PEROLF GLPHQVLRQ ZKHQ LW QRORQJHU SRLQWV EH\RQG LWVHOI
WKHUHE\ EHFRPLQJWKHEH\RQGLWVHOI>HPSKDVLV PLQH@ ´ %\ VLWXDWLQJ WKH WHFKQLFDO V\PERO DV
DIRUP RI DEVWUDFWWKRXJKW WKDW SXUVXHV DFRQWLQXRXV SURFHVV± ZLWK QRSRLQW RIRULJLQ RUHQG± RI

EHFRPLQJ EH\RQG LWVHOI /RYHNLQ DGYDQFHV(OOXO¶V FULWLFDO FODLP WKDW WKH WHFKQLFDO V\PERO LV RQH
WKDW LVPHWDSK\VLFDOO\ SURMHFWHGRXWVLGH RI FRQFUHWH WLPH VSDFHDQGWKXV UHDOLW\ 7KLV HPSKDVLV
RQWKHSXUHVWDWHRI ³EHFRPLQJ ´ FKDUDFWHULVWLF RI WKLV V\PERO DOORZV /RYHNLQ WRWDNHDFUXFLDO
SKHQRPHQRORJLFDO VWHSWKDW VHUYHV WREURDGHQXQGHUVWDQGLQJ RI(OOXO¶V FKDUJH WKDW WHFKQLFDO
FRQVFLRXVQHVV LVQRW DKXPDQ IRUP RIFRQVFLRXVQHVV ,QWKLV UHJDUG/RYHNLQ SRLQWV WRWKH
RQWRORJLFDO UHDOLW\ WKDW WKHWHFKQLFDO V\PERO LV DGLVHPERGLHG V\PERO WKDW VXEMXJDWHV KXPDQ
FRQVFLRXVQHVV E\UHQGHULQJ WKH FRUSRUHDO OLPLWV RIWKHERG\SUREOHPDWLF IRUFLQJ EHLQJ WR
PDLQWDLQ DFRQVWDQW IRFXV RQEHFRPLQJPRUH WKDQ LW LV
)XUWKHUPRUH /RYHNLQ PDLQWDLQV WKHXQLW\ RI(OOXO¶V FUXFLDO FRQQHFWLRQ EHWZHHQZRUOG
FRQVFLRXVQHVV DQGWKHODQJXDJH WKDW H[SUHVVHV ERWKE\PDNLQJ H[SOLFLW ZKDW(OOXO PDNHV
LPSOLFLW WKDW WKHGLVHPERGLHG V\PERO LVHQGOHVVO\ HPERGLHG DVFRQVFLRXVQHVV WKURXJK
FRQVXPSWLRQ RI WKH V\PERO 7KLV QRWLRQ KDVSURIRXQG VSLULWXDO DVZHOO DVPDWHULDO
LPSOLFDWLRQV WKDW SURYLGH DQRWKHU ZD\ WRYLHZ WHFKQRORJLFDO UHSURGXFWLRQ DVWKHDFWLRQ RIZKDW
(OOXO UHIHUV WRDV³VHOIDXJPHQWLQJ´ FKDUDFWHULVWLF RIWKH V\VWHP 7KH V\VWHP¶V VHOIDXJPHQWLQJ
PHFKDQLVP FRQWLQXHV DORQJ WKHSDWKRIXQDEDWHG JHRPHWULF JURZWK DVORQJ DVKXPDQ EHLQJ DVD
PHDQV ZLWKLQ WKHV\VWHP XQFRQVFLRXVO\ SDUWLFLSDWHV LQ WKHXQTXHVWLRQHG DFWVRI FRQVXPSWLRQ
WKDW KDYHEHFRPH VDFUDOL]HG E\ZD\RIFROOHFWLYH DFWVRIXQFRQVFLRXV SDUWLFLSDWLRQ 
&RQVXPSWLRQ DQGUHGLVWULEXWLRQ RIWKH WHFKQLFDO V\PERO SURYLGHV WKHVHQVHRIFRPPXQLRQ RU
VSLULWXDO FRQWDFW WKDW VHUYHV WRFRQWLQXDOO\ UHLQIRUFH WHFKQLTXH DVDIXOO\HPERGLHG DUWLILFLDO
FRQVFLRXVQHVV /RYHNLQ¶V SURMHFWDLPV WRH[SOLFDWH ZK\ IURP DSKHQRPHQRORJLFDO SHUVSHFWLYH
WKDW UHOLHV XSRQ DSKLORVRSKLFDO UHIOHFWLRQ RI WKHFRQVFLRXVQHVV RIILQLWH DQGLQILQLWH UHDOPV LQ
GLDOHFWLF XQLW\ (OOXO¶V QRWLRQ RIWHFKQLTXH LV FRQVWLWXWHG E\DQGFRQVWLWXWLYH RIWKHXQFRQVFLRXV
SHUSHWXLW\ RIQHJDWLYH EHLQJ DVIRUP RI ³HPERGLHG ´ FRQVFLRXVQHVV 

7HFKQLTXH DVWKH(PERGLPHQW RI1HJDWLYH%HLQJ
/RYHNLQ JLYHV SDUWLFXODU DWWHQWLRQ WRWKHQRWLRQ RI ³HPERGLPHQW ´ DVDTXDOLI\LQJ IDFWRU
WKDW VHSDUDWHV(OOXO¶V SKLORVRSK\ RIWHFKQRORJ\ IURP ZKDW FDQSURSHUO\ EHFRQVLGHUHG DVD
WHFKQRORJLFDO SKLORVRSK\ ,Q WKHFDVHRIWKH IRUPHU FRQVFLRXVQHVV DQGLWV UHLI\LQJ IDFWRUV DUH
ERWKFRQIURQWHG DQGTXHVWLRQHG ZKLOH LQ WKH FDVHRI WKHODWWHU KXPDQ FRQVFLRXVQHVV LV DVVXPHG
WRUHPDLQ DSDUWIURP WKH FRFRQVWUXFWLYH SUHVHQFHRI ODQJXDJH WKDW KDVEHFRPHXQFRQVFLRXVO\
UHLILHG :KLOH WKHIRUPHU FRQVLGHUV WKHGHYHORSPHQW RIFRQVFLRXVQHVV IURP WKHSRVLWLRQ RI
ODQJXDJH WKLV DVVXPSWLRQ WHQGV WREHUHYHUVHG LQ WKHODWWHU /RYHNLQ GLVWLQJXLVKHV (OOXO¶V SURMHFW
DVDSKLORVRSK\ RIWHFKQRORJ\ EDVHGXSRQ WKHFUXFLDO LPSOLFDWLRQ WKDW UHDOLW\ LV HVWDEOLVKHG LQ DQG
WKURXJK DIRUP RIODQJXDJH WKDW LV VLPXOWDQHRXVO\ WKHH[SUHVVLRQ DQGWKHUHVXOW RIDSDUWLFXODU
XQFRQVFLRXVO\ ³HPERGLHG ´ FRQVFLRXVQHVV 
/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV UHFRJQL]HV WKDW LQ (OOXO¶V GLDOHFWLF
UHDOLW\ FRQVFLRXVQHVV LVDOZD\V DFRQVFLRXV RILWVHOI DQGLV WKXV H[SUHVVHG V\PEROLFDOO\ WKURXJK
DFRQVWDQW SURMHFWLQJ RXWZDUG DQGUHWXUQ WRWKHVHOI &RQVFLRXVQHVV UHPDLQV IXOO\ VHOIDZDUH
EHFDXVHRILWV DZDUHQHVV RIWKH OLPLWV RI WKHGLDOHFWLF WKDW LQ VHHNLQJ UHODWLRQ DOZD\V SURPSWV D
FRQWLQXRXV UHWXUQ WRWKHVHOI WKHVLWH RI LWV QDWXUDO HPERGLPHQW +RZHYHU ZKHQ KXPDQ EHLQJ LV
UHTXLUHG WREHFRPHDPHDQV ZLWKLQ WKH V\VWHP WKHVHOI DVVXEMHFWPXVW IDLO WRH[LVW ,QLWV
SHUSHWXDO SURMHFWLRQ LQWR DEVWUDFW WLPH VSDFHDQGSODFH WKH VHOI DQGLWV FRQVFLRXVQHVV RILWVHOI
DUHIRUFHGWREHFRPHGLVHPERGLHGH[SUHVVLRQV RI WKHSXUHO\ UDWLRQDO ORJLF RIWHFKQLTXH 
)URPDSRVLWLRQ DOLJQHG ZLWK /RYHNLQ¶V EXWJLYHQ IURP DQRUJDQL]DWLRQDO
FRPPXQLFDWLRQ SHUVSHFWLYH 6HUJH7D\ORU ³2UJDQL]DWLRQDO &RPSOH[LW\ LQ WKH1HZ,QGXVWULDO
6WDWH7KH5ROH RI7HFKQRORJ\´ JURXQGV WKLV SXUHO\ UDWLRQDO PRYH LQ WKH ORJRV RIWHFKQLTXH LH




WHFKQRORJ\ DVDPHFKDQLVWLF IRUP RIDEVWUDFW HPERGLPHQW WKDW H[LVWLQJ RQO\ DVDGLVFRXUVH
PXVW EHFRPHHPERGLHG LQ HLWKHU DKXPDQ RUDPDFKLQH &OLIIRUG &KULVWLDQV ³3URSDJDQGD
DQGWKH7HFKQRORJLFDO 6\VWHP ´ OLNHZLVH H[SUHVVHV /RYHNLQ¶V YLHZ RIGLVHPERGLHG
FRQVFLRXVQHVV ODQJXDJH IURP DPHGLD HFRORJ\ SHUVSHFWLYH ZKHQ KHVWDWHVWKDW ³HYHU\
WHFKQRORJLFDO LQVWUXPHQW HPERGLHV SDUWLFXODU YDOXHV WKDW E\GHILQLWLRQ JLYH WRWKLV WRRO SURSHUWLHV
WKDW RWKHU DUWLIDFWV GRQRW SRVVHVV ´ QRWLQJ WKDW WKHVHGLVHPERGLHG ³YDOXHV ´ DUHFHQWUDO WRERWK
0F/XKDQ DQG,QQLV¶V GHILQLWLRQ RIPHGLD ³ELDV ´ &KULVWLDQV ³7KH 3KLORVRSK\ RI
7HFKQRORJ\ *OREDOL]DWLRQ DQG(WKLFDO 8QLYHUVDOV ´ IXUWKHU HPSKDVL]HV WKHUROH RI WHFKQLTXH¶V
GLVHPERGLHG ODQJXDJH LQ WKH FRQVWUXFWLRQ RIDGLVHPERGLHG UHDOLW\ WKDW ELQGV KXPDQ DFWLRQ WRWKH
FRQVWUXFWLRQ RIQRQKXPDQ XQLYHUVDOV ³,I WKHPDVVLYH VWDWHDQGZRUOGZLGH LQGXVWULDO RUGHUDUH
OD WHFKQLTXH¶V VXSUHPH HPERGLPHQWV FRPPXQLFDWLRQ V\VWHPV DUHLWV LQQHUPRVW PDQLIHVWDWLRQ ´
&KULVWLDQV¶ PDVVPHGLD SHUVSHFWLYH VHUYHV WRLOOXPLQDWH DQGVXSSRUW/RYHNLQ¶V YLHZ RI
(OOXO¶V SKLORVRSK\ RIWHFKQRORJ\ DVFHQWHUHG DURXQG WKHSUREOHP RI DGLVHPERGLHG FRQVFLRXVQHVV
SHUSHWXDWHG DVDGLVHPERGLHG IRUP RIGLVFRXUVH DEVHQW RIERWKRULJLQV DQGOLPLWV 
/RYHNLQ KRZHYHU PRYHV WRZDUG WKHRQWRORJLFDO DQGHSLVWHPRORJLFDO IRXQGDWLRQV RI
WKHVH FODLPV GLVWLQJXLVKLQJ (OOXO¶V SURMHFW DVDSKLORVRSK\ RIWHFKQRORJ\ EDVHGXSRQ WKH FUXFLDO
LPSOLFDWLRQ WKDW UHDOLW\ LVHVWDEOLVKHG LQ DQGWKURXJK DIRUP RI ODQJXDJH WKDW LV VLPXOWDQHRXVO\
WKH H[SUHVVLRQ DQGWKH UHVXOW RI DSDUWLFXODU XQFRQVFLRXVO\ ³HPERGLHG ´ FRQVFLRXVQHVV /RYHNLQ
UHFRJQL]HV WKDW IRU(OOXO HPERGLPHQW GHPRQVWUDWHV WKH ORFXV RIVSLULW ZLWKLQ FRQVFLRXVQHVV 
/RYHNLQ ILUVW H[SORUHV WKLV QRWLRQ DORQJ ZLWK WKH IRUPDWLRQ RIZRUOG DVWKHSURMHFWLRQ RIWKH
KXPDQ VSLULW¶V HPERGLHG FRQGLWLRQ LQ WKHDUWLFOH ³*LDPEDWWLVWD 9LFR DQG-DFTXHV(OOXO 7KH
,QWHOOLJLEOH 8QLYHUVDO DQG WKH7HFKQRORJLFDO 3KHQRPHQRQ ´ DQGLQ KLV VXFFHVVLYH ZULWLQJV
IROORZV (OOXO¶V UHTXLUHG PRYH EHWZHHQ DEVWUDFW H[SUHVVLRQ DQGWKHQHHGIRU REMHFWLYH

HPERGLPHQW PRUH FORVHO\ WKDQ WKHRWKHUV 6SHFLILFDOO\ /RYHNLQ 7HFKQLTXH'LVFRXUVH DQG
&RQVFLRXVQHVV EULQJV WKHQHHGIRU REMHFWLYH HPERGLPHQW RIDEVWUDFW WKRXJKW LQWR VKDUSIRFXV DV
WKH SUREOHP RIWHFKQLFDO FRQVFLRXVQHVV DQGDEVHQFHRI V\PEROLF IXQFWLRQ LQ(OOXO 7KH
UHTXLUHPHQW RI REMHFWLYH HPERGLPHQW LV IRU/RYHNLQ ZKDW XQLILHV ZRUOGPHQWDOLW\ DQGIRUP RI
LQWHQWLRQ LQ WHFKQLTXH 7HFKQLFDO HPERGLPHQW LVIRU/RYHNLQ WKH ILQDO OHDS LQ WKH FDQFHODWLRQ RI
LQGLYLGXDO VXEMHFWLYLW\ ZKLFK LVDOVR DQHPERGLHG VXEMHFWLYLW\ 7RLOOXVWUDWH WKLV SRLQW
/RYHNLQ VWDWHV WKDW
³:KHQ WKLV GLIIHUHQFH LV HIIDFHG WRDFKLHYH DEVROXWH REMHFWLYLW\ ZLWK WKHZRUOG
DEVWUDFW WHFKQLFDO PDQ DSSHDUV,QVKRUW WHFKQLTXH HUDVHVWKHVXEMHFWLYH IDFWRUV RI
FRQVFLRXVQHVV E\ZKLFK ZHDVHPERGLHG FRQVFLRXVQHVVHV UHODWH WRWKHZRUOG WR
HDFKRWKHU DQGPRVW LPSRUWDQWO\ WRRXUVHOYHV   :LWK ERGLO\ SURFHVVHVWXUQHG
LQWR DEVWUDFWLRQV DQGZLWK DEVWUDFW WKRXJKW SURFHVVHVWUHDWHG DVFRQFUHWH UHDOLWLHV
ZHILQG DEUDQGQHZ VXEMHFWLYLW\ DXQLTXH EHLQJ LQ WKHZRUOG ´ 
/RYHNLQ¶V IRFXV RQHPERGLPHQW WUDFHVWKH DFWLRQ E\ZKLFK WKRXJKW ORVHV LWV IRXQGDWLRQV LQ
FRQFUHWH IRUPV RIEHLQJ E\JLYLQJ PHDQLQJ WRDEVWUDFW IRUPV RIVLJQLILFDQFH WKDW KDYH ORVW
DVVRFLDWLRQ ZLWK WKHFRQFUHWH 7KHVH DEVWUDFWLRQV EHFRPHHPERGLPHQWV RIDIRUPHU VHQVHRI
EHLQJ WKDW LVQRORQJHU SUHVHQW EXW UDWKHU RQHWKDW H[LVWV ³DSDUW ´ LQ DGLVHPERGLHG PHWDSK\VLFDO
UHDOP RI SXUHDEVWUDFWLRQ /RYHNLQ¶V SURMHFW IRFXVHV RQH[SOLFDWLQJ WKLV LPSOLHG VKLIW IURP
GLDOHFWLFDOO\HPERGLHG SHUVRQDO H[SHULHQFH WRWHFKQLFDOO\HPERGLHG FROOHFWLYH H[SHULHQFH
WKURXJK DSKHQRPHQRORJ\ RIGLDOHFWLF YVWHFKQLFDO FRQVFLRXVQHVV




/RYHNLQ¶V SURMHFWZRUNVXSRQ WUDQVODWRU -RKQ:LONLQVRQ¶V LGHQWLILFDWLRQ RI(OOXO¶V WKHRU\
RIWHFKQLTXH DVDQDWWHPSW WRHQJDJH DGHVFULSWLYH SKHQRPHQRORJ\ RI WKHWHFKQLFDO VWDWHRIPLQG
³-DFTXHV (OOXO DQGWKH/RJLF RI7HFKQRORJ\ ´ FI7HFKQLTXH'LVFRXUVH DQG
&RQVFLRXVQHVV  $VVHUWLQJ WKHSRVLWLRQ WKDW(OOXO¶V WHFKQLFDO FRQVFLRXVQHVV LV XQFRQVFLRXV RI
LWVHOI /RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV DGYDQFHV WKHFODLP WKDW(OOXO¶V
WHFKQLFDO ³VWDWH RIPLQG ´ LVFRQVWLWXWHG E\ DQGFRQVWLWXWLYH RI DGLVHPERGLHG SKHQRPHQRQ WKDW
FDQRQO\ EHH[SODLQHG IURP DQHPERGLHG SRVLWLRQ /RYHNLQ¶V WKHRUHWLFDO UHWXUQ WRWKH
GLDOHFWLFDOO\ HPERGLHG SRVLWLRQ WKDW SHUPLWV H[SOLFDWLRQ RIWHFKQLTXH DVDGLVHPERGLHG
SKHQRPHQRQ UHOLHV XSRQ WKH LPSRUWDQFH RI(OOXO¶V UHFRJQLWLRQ RIWKH VHOIDVVXEMHFW
HQFRXQWHULQJ DQREMHFWWKDW LVRWKHUZLWKLQ WKHERXQGDULHV RIDGHILQHG WHPSRUDOLW\ DVD
IXQGDPHQWDO KHUPHQHXWLFDO SRVLWLRQ 7KLV KHUPHQHXWLF SRVLWLRQ LV RQHZKLFK DFFRUGLQJ WR
/RYHNLQ (OOXO ³HPERGLHV ´ WKURXJK KLV WH[WV DVDVLWXDWHG VXEMHFW VSHDNLQJ LQ UHODWLRQ WRD
SDUWLFXODU UHDGHUDWDSDUWLFXODU WLPH LQZKDW KHH[SHFWV WREHDKHUPHQHXWLFDOO\VLWXDWHG
HQFRXQWHU WKDW LV FKDUDFWHULVWLFDOO\ RSSRVLWH RI DQREMHFWLYH FRQVXOWDWLRQ 
/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV GHVFULEHV(OOXO¶V FRQFHSW RI
WHFKQLTXH DVDPHQWDOLW\ DQGDIRUP RI LQWHQWLRQ WKDW KDVFUHDWHGDSXUHO\ DEVWUDFWZRUOG
FRQVWLWXWHG E\DQGFRQVWLWXWLYH RIDQ HQVHPEOH RIDUWLILFLDO PHDQV /RYHNLQ PDLQWDLQV WKDW FULWLFV
ZKREHOLHYH WKDW(OOXO¶V WHFKQLTXH LVDFRQVFLRXV H[WHUQDOLW\ XQGHU KXPDQ FRQWURO PLVV WKH
FUXFLDO SRLQW WKDW IRU(OOXO WHFKQLTXH LV DQHPERGLHG SHUVSHFWLYH PHQWDOLW\ DQGIRUP RI
LQWHQWLRQ LQGLVWLQFW IURP WKHXQLYHUVH LW FUHDWHV DQGWKHODQJXDJH E\ ZKLFK WKLV XQLYHUVH LV
 (OOXO¶V DUJXPHQWLQFRXQWHUSRLQWZKLFKUHTXLUHVWKHUHDGHUWRLQVHUWKLPKHUVHOI LQWKHVLWXDWLRQXQGHUTXHVWLRQLV





PHGLDWHG %\SODFLQJ WHFKQLTXH ZLWKLQ DSKHQRPHQRORJLFDO IUDPHZRUN RIDQDO\VLV /RYHNLQ
LV DEOHWRDGYDQFH(OOXO¶V XQGHUVWDQGLQJ RIWKH FRQVHTXHQFHV RIWKHDEVHQFHRIGLVWDQFH XSRQ WKH
H[SUHVVLRQ RI DXWKHQWLF KXPDQ EHLQJ E\GHVFULELQJ WKH FKDUDFWHULVWLFV RI WHFKQLFDO FRQVFLRXVQHVV
DVLW LV HPERGLHG 5HIHUULQJ WR(OOXO¶V WKHRUHWLFDO PRYH IURP SUHPRGHUQ WHFKQLFDO RSHUDWLRQ WR
SRVWPRGHUQ WHFKQLFDO SKHQRPHQRQ /RYHNLQ WDNHVWKHSRVLWLRQ WKDW WRROV DQGULWXDOV FRPH WR
³HPERG\ ´ DQ DEVWUDFW WHFKQLFDO LQWHQWLRQ WKURXJK WKHSURFHVVRIUDWLRQDOL]DWLRQ /RYHNLQ
IXUWKHU PDLQWDLQV WKDW EHFDXVH(OOXO YLHZV WHFKQLTXH DVDQHPERGLHG IRUP RILQWHQWLRQ KXPDQ
EHLQJ LVXQDEOH WRGLVHQJDJH DQGWKXV FRQWURO WKLV IRUP EHFDXVHEHLQJ LV WKLV IRUP 9LHZHG
IURP WKLV SRVLWLRQ /RYHNLQ IXUWKHU H[SOLFDWHV WKLV LVVXH DVDSUREOHP RIFRQVFLRXVQHVV E\VWDWLQJ
WKDW ³>W@R FRQWURO WHFKQLTXH ZRXOG UHTXLUH DQLQWHQWLRQ WKDW FRXOG JREH\RQG LW WRDQRWKHU OHYHO RI
REMHFWLYLW\´ (OOXO¶V GLDOHFWLF WKHRORJ\ QRW RQO\ SUHYHQWV KLP IURP VHULRXVO\ FRQVLGHULQJ
VXFK DPRYH EXWLV SRVLWHG DVWKHRQO\ PRYH DYDLODEOH IURP DSRVLWLRQ RXWVLGH WHFKQLTXH DV
ZRUOG DPHQWDOLW\ DQGDIRUP RI LQWHQWLRQ
/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV VXJJHVWV WKDWZKHQ DEVWUDFW
WHFKQLFDO LQWHQWLRQ EHFRPHV HPERGLHG WRFRQVFLRXVQHVV WKH WRROV DQGULWXDOV ZKLFK UHVXOW
EHFRPH VHSDUDWHGIURP DFRQFUHWH HWKLFDO VXEMHFW DVPDNHU DQGDUH³QR ORQJHU WKHPHDVXUH RI
LQGLYLGXDO FDUHFRQFHUQ NQRZOHGJH DQG DELOLW\´ $VDFRQVHTXHQFH RIWKLV VHSDUDWLRQ WKH
WHFKQLFDO PHDQV QRORQJHU SUHVHQWV LWVHOI DVDFRQFUHWH REMHFWWRFRQVFLRXVQHVV EXWDVDQ
DQRQ\PRXV RQHDPRQJ PDQ\ WKDW VKDUH LWV LGHQWLFDO DSSHDUDQFH LH DQ³LW ´  7KH
DQRQ\PRXV PHDQV WKH³LW ´ QRORQJHU VHUYLQJ DVDQREMHFWLQ UHODWLRQ WRDVXEMHFW RI
 7KHQRWLRQWKDWWHFKQLTXHLVQRWVRPHWKLQJWKDWEHLQJDFTXLUHV DQH[WHUQDO DGGLWLYHEXWVRPHWKLQJWKDWEHLQJLV
DQLQWHUQDOFRQVWLWXWLYHLVDOVRVXJJHVWHGE\'DUUHOO )DVFKLQJ³7HFKQRORJ\DV8WRSLDQ7HFKQLTXHRIWKH+XPDQ´
LQDGLVFXVVLRQRIODQJXDJHDVPHWDWHFKQLTXH




FRQVFLRXVQHVV GRHVQRW V\PEROL]H DQ\WKLQJ DVDFRQVHTXHQFH RIWKLV DEVHQFHRIUHODWLRQ 7KH
DQRQ\PRXV PHDQV LVVLPSO\ WKHUH EHFDXVH LWSRLQWV WRQRRQHDQGQRWKLQJ LHLW GRHVQRW
SHUIRUP DV\PEROLF PHGLDWLQJ IXQFWLRQ 0RVWVLJQLILFDQWO\ LQ/RYHNLQ¶V SKLORVRSKLFDO FRXQWHU
GHVFULSWLRQ RI(OOXO¶V WKHRORJLFDO GLDOHFWLF WKH DQRQ\PRXV PHDQV GRHVQRW H[SUHVV WKHILQLWH¶V
UHODWLRQ WRWKH LQILQLWH EHFDXVH LW LVRQO\ µWKHUH¶ WREHVHHQLHLWV DUWLILFLDO H[LVWHQFH SURFHHGV
IURP DQGRQSXUHO\ YLVXDO WHUPV )XUWKHUPRUH ODFNLQJ WKHVWUXFWXUDO FDSDELOLW\ WRSRLQW
RXWVLGH RUEH\RQG WKH VLQJXODU GLPHQVLRQ RI DSSHDUDQFHZKLFK FRQVWLWXWHV LW WKHPHDQV
FRQWLQXDOO\ HQJDJHV LQ WKH UHSURGXFWLRQ RI DVLQJXODU IRUP HQGOHVVO\ PLUURULQJ WKH DEVWUDFW LPDJH
ZKLFK IRUPV LW WHFKQLTXH /RYHNLQ PDLQWDLQV WKDW ³FRQVFLRXVQHVV LQ WKHJULS RIWHFKQLTXH
PXVW FRPH WRVHHLWVHOI DVH[LVWHQWLDOO\ HPERGLHG LQ WKHIRUP RI>ZKDW+HJHO ZRXOG FDOO@ DEDG
LQILQLW\ DVDIDOVH QHFHVVLW\ ´ WRHQGOHVVO\ SXUVXHPRUH RI LWVHOI 
$OWKRXJK /RYHNLQ DFNQRZOHGJHV (OOXO¶V ³2Q'LDOHFWLF ´ RSSRVLWLRQ WR+HJHO¶V
SKLORVRSK\ RQWKHJURXQG WKDW LW UHTXLUHV RQHWRDFFHSWWKH UROHRIPHWDSK\VLFDO V\QWKHVLV LQ WKH
HYROXWLRQ RI NQRZOHGJH KHDOVR WDNHVWKHSRVLWLRQ WKDW(OOXO¶V QRWLRQ RIGLDOHFWLF LV ³QRW DVIDU
IURP +HJHO¶V DVKHVRPHWLPHV VWDWHV ´ 7HFKQLTXH'LVFRXUVHDQG&RQVFLRXVQHVV 
/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV FLWHV VKDUHGQRWLRQV RIDQDSULRUL QHJDWLYH
WRROXVLQJ YVPDFKLQHXVLQJ FRQVFLRXVQHVV DQGFRQVFLRXVQHVV¶V XQGHUVWDQGLQJ RI WKHLQILQLWH DV
DUHDVRIDJUHHPHQW EHWZHHQ(OOXO DQG+HJHO GHVSLWH WKHLU GLYHUJHQW IRXQGDWLRQV DQG
LQWHOOHFWXDO WUDMHFWRULHV ,QSDUWLFXODU /RYHNLQ VHHVDQDIILQLW\ EHWZHHQ(OOXO¶V 7KH
7HFKQRORJLFDO 6RFLHW\VRFLRKLVWRULFDO WKHRU\ RIWHFKQLTXH DVDIRUP RIGHWHUPLQDWH EHLQJ DQG
WKH ³EDGLQILQLW\ ´ RI+HJHO¶V 6FLHQFHRI/RJLFPHWDSK\VLFV RIDEVWUDFWLRQ :KLOH DFRPSOHWH
GHVFULSWLRQ RI+HJHO¶V DQDO\VLV LV EH\RQG WKHVFRSHRIWKLV SURMHFW DQXQGHUVWDQGLQJ RI NH\
SRLQWV RIVLPLODULW\ ZLWK (OOXO PD\ SURYHKHOSIXO WRHVWDEOLVK WKHSLYRWDO UHODWLRQ EHWZHHQ

FRQVFLRXVQHVV HPERGLPHQW DQGV\PEROLF IXQFWLRQ LQ(OOXO¶V QRWLRQ RIGLDOHFWLF UHDOLW\ DVZHOO
DVLWV VLJQLILFDQFH LQ WKH FUHDWLRQ RI NQRZOHGJH
(OOXO¶V7HFKQLTXH DVD³%DG,QILQLW\´
/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV XQGHUVWDQGV +HJHO DVVXJJHVWLQJ
WKDWZKLOH FRQVFLRXVQHVV GRHVQRWFUHDWHZRUOG PHDQLQJ RIZRUOGGHSHQGVXSRQ FRQVFLRXVQHVV
RIWKH ILQLWH DQGWKHLQILQLWH DVWKH³EDVLF GHWHUPLQDWLRQV ´ WKURXJK ZKLFK PHDQLQJ LVDFTXLUHG
+HGHVFULEHV WKLV FUXFLDO VWDWHRIUHODWLRQ IROORZLQJ +HJHO¶V HPSKDVLV RQWKHQDWXUH RI WKH
LQILQLWH DVDFRQWLQXRXV DOWHUQDWLQJ SURJUHVVLRQ EHWZHHQXQLW\ DQGVHSDUDWLRQ DVDSKHQRPHQD
RILQVHSDUDEOHXQLW\³>F@RQVFLRXVQHVV PXVW GLVFRYHU WKDW WKH LQILQLWH DQGWKH ILQLWH DUH
FRGHWHUPLQHG QRWPHUHO\ DVQHJDWLYHV EXWDOVR DVPRPHQWV LQ UHODWLRQ 7KH\QHHGHDFKRWKHU
>HPSKDVLV PLQH@ ´ /RYHNLQ PDLQWDLQV WKDW WKHNH\WR+HJHO¶V GLDOHFWLF OLHV ZLWKLQ WKH
QRWLRQ RIXQLW\ DQGVHSDUDWLRQ DVWKHSKHQRPHQD RILQVHSDUDEOH XQLW\ GHVFULEHG DERYH)URP WKLV
SRVLWLRQ FRQVFLRXVQHVV LV QHLWKHU FDSDEOHRI IXOO\ HVFDSLQJ QRUIXOO\ HQFRPSDVVLQJ LWVHOI ³RU
ZKDWHYHU REMHFWLW DWWHPSWV WRFRPSUHKHQG ´ $EVROXWH ³NQRZLQJ ´ WKXV UHTXLUHV VSLULW WR
NQRZ LWVHOI DVVSLULW WKURXJK WKHUHFROOHFWLRQ RIVSLULW DVLWVHOI LHWKURXJK WKHQDWXUDO GLVWDQFH
EHWZHHQ IRUP DQGEHLQJ (OOXO VXJJHVWV KDVEHHQHOLPLQDWHG LQ WHFKQLFDO FRQVFLRXVQHVV 
:RUNLQJ XSRQ WKH+HJHO¶V QRWLRQ RI LQILQLWXGH DVWKH FRQWLQXRXV UHDFK DQGUHWXUQ RIVSLULW
WRLWVHOI DVIXUWKHU DGYDQFHG E\'RQDOG 9HUHQH +HJHO¶V5HFROOHFWLRQ /RYHNLQ 7HFKQLTXH
'LVFRXUVH DQG &RQVFLRXVQHVV XQGHUVWDQGV +HJHO WRGHQ\ DEVROXWH NQRZOHGJH DV³LQDQGIRU
LWVHOI ´ :LWKLQ WKH FRQVWUXFW RI XQLW\ DQGVHSDUDWLRQ DVDXQLW\ RISKHQRPHQD /RYHNLQ
 +HJHO¶V6FLHQFHRI/RJLFS +HJHO* :)+HJHO¶V6FLHQFHRI/RJLF7UDQVODWHGE\$90LOOHU
+XPDQLWLHV 3UHVV/RQGRQDQG1HZ<RUN 
 +HJHO3KHQRPHQRORJ\RI6SLULW S +HJHO*:)3KHQRPHQRORJ\RI6SLULW7UDQVODWHGE\$9 0LOOHU
2[IRUG &ODUHQGRQ3UHVV

7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV YLHZV +HJHO¶V SKHQRPHQRORJ\ DVVXJJHVWLYH RI WKH
LQDELOLW\ IRU REMHFWVLQ WKHZRUOG WR
³DSSHDU DVLQGHSHQGHQW RI VSLULW¶V JUDVS DQGGHWHUPLQDWLRQ 7KH LQILQLWXGH WKDW LV
JUDVSHG LVQRW OLIHOHVV LQDVPXFK DVVSLULW LV DOZD\V OHG LQ WZRGLUHFWLRQV RXWZDUG
WRZDUGWKHREMHFWDVDQ LQLWVHOI DQGEDFNWRZDUGLWVHOI DVDIRULWVHOI )RUVSLULW WR
EHORGJHG HLWKHU LQ LWVHOI RULQ LWV REMHFWZRXOG EHWKHGHDWKRIWKH VSLULW
XQGHUVWRRG DVFDQFHOLQJ RIWKHGLDOHFWLF    7KH WUXH LVWKHZKROH DQGQRW DQ\RQH
RILWV SDUWV 7KHEDGLQILQLW\ IRU+HJHO LVDVWRSSLQJ RIWKHGLDOHFWLF DVWKH
LQILQLWH DVWKHLQILQLWH LV JURXQGHG HLWKHU LQ WKHQHJDWLYLW\ RIWKHSDUWLFXODU RULQ
WKHQHJDWLYLW\ RIWKHWRWDOLW\ RISDUWLFXODUV 7KH WUXH LQILQLWH LVERWKRXWVLGH DQG
LQVLGH WKH WRWDOLW\ DWWKHVDPH WLPH ´ 
(OOXO¶V LQWULQVLF UHODWLRQ EHWZHHQ VSLULW DQG6SLULW DOLJQV ZLWK /RYHNLQ¶V SKLORVRSK\ RIILQLWH DQG
LQILQLWH UHDOPV DVDWRWDOLW\ IURP DWKHRORJLFDO SHUVSHFWLYH JURXQGHG LQ WKHLQGLYLGXDO :KLOH
(OOXO UHMHFWV DQ\SKLORVRSKLFDOO\JURXQGHG QRWLRQ RI LQILQLW\ WKLV UHMHFWLRQ LV JURXQGHG LQ KLV
GLDOHFWLF WKHRORJ\ ZKLFK SODFHV IDLWK QRWEHOLHI DWWKH VLWH RILWV FRQVWUXFWLYH IRXQGDWLRQ 
/RYHNLQ¶V SRLQW KRZHYHU LV WKDW(OOXO ³XQGHUVWDQGV KLV *RGWREHDWUXH LQILQLWH DQGQRW DEDG
LQILQLW\ ´ DQGWKDW WHFKQLFDO FRQVFLRXVQHVV LV DQDEVWUDFWLRQ RIFRQVFLRXVQHVV WKDW KDVEHFRPH
DUWLILFLDOO\ IL[HG LQ WKH UHLILHG REMHFWLH WUDSSHGZLWKLQ LQILQLWH QHJDWLYLW\ WKHQRWPLQH DQG
QRWWKLV RI WHFKQLTXH¶V HQVHPEOH RIPHDQV ± WKHEDGLQILQLW\ 7HFKQLTXH'LVFRXUVH DQG
&RQVFLRXVQHVV
/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV IXUWKHU UHIHUV WRWKH VLJQLILFDQW
FRQQHFWLRQ EHWZHHQ +HJHO¶V QRWLRQV RI ³EDGLQILQLW\ ´ DQGWKH ³XQKDSS\ FRQVFLRXVQHVV ´ DVWDNHQ

XSE\9HUHQH ,Q VLPLODULW\ ZLWK (OOXO¶V WHFKQLFDO FRQVFLRXVQHVV +HJHO¶V XQKDSS\
FRQVFLRXVQHVV H[KLELWV WKH DIIHFW RI DOLHQDWLRQ WKHUHVXOW RIDEVWUDFW FRQVFLRXVQHVV¶V LQDELOLW\ WR
FRQIURQW RQO\ LWVHOI LQ LWV GLVDVVRFLDWLRQ IURP VSLULW +HJHO 3KHQRPHQRORJ\RI6SLULWZULWHV WKDW
WKH ³HVVHQFH ´ RIPDQ ZRPDQ KLV KHUVHOI KDVEHFRPH WKH³XQDWWDLQDEOH EH\RQG    >D@VWKH
DQWLWKHVLV RI WKH8QFKDQJHDEOH LQVWHDG RIOD\LQJ KROG RIWKHHVVHQFH LW RQO\ IHHOV LW DQGKDV
IDOOHQ EDFNLQWR LWVHOI ´ +HJHO¶V HPSKDVLV RQWKHUHGXFWLRQ RIH[SHULHQFH WRSXUH ³IHHOLQJ ´
GHVFULEHV WKHUHGXFWLRQ RIDOO H[SHULHQFH LQ (OOXO¶V WHFKQLFDO FRQVFLRXVQHVV WRWKDW RI WHFKQLFDO
SDWKRVLQGLVWLQJXLVKDEOH IURP ERWK WKH ORJRV DQGHWKRV RIWHFKQLTXH ,Q(OOXO¶V WHFKQLFDO PLOLHX
WKHVHSUHYLRXVO\ GLVWLQFW PRGHVRI SHUVXDVLRQ KDYHEHFRPH UHGXFHG WRWKH VDPH LPDJH LGHQWLFDO
LQ IRUP DQGGLVFRQQHFWHG IURP DQ\ UHDO EHLQJ 7HFKQRORJ\ ± WKHIRUP RI ORJRV FRQVWLWXWLYH RI
WKH IXVLRQ RINQRZLQJ DQGGRLQJ WKDW*HRUJH*UDQW ³&RQYHUVDWLRQ 3KLORVRSK\´ PDLQWDLQV
ZRXOG KDYHEHHQLQFRQFHLYDEOH WRWKH*UHHNV ± LV QRWKLQJ PRUH WKDQ WKH ODQJXDJH
H[SUHVVLYH RIWKHDEVWUDFWPHWDSK\VLFDO SKHQRPHQRQ WKDW KDVEHFRPH UHLILHG DVDFRQVFLRXVQHVV
DPHQWDOLW\ DQGDIRUP RILQWHQWLRQ +XPDQ EHLQJ SRVVHVVLQJ QRGLVWDQFH RUGLIIHUHQFH IURP
RWKHU REMHFWVLQ WKLV HQVHPEOH RI DEVWUDFWLRQ RIPHDQV LV REOLJDWHG WRHPERG\ WHFKQLTXH EHFDXVH
WHFKQLTXH KDV UHSODFHG LWV VSLULWXDO GLPHQVLRQ 
,Q7KH7HFKQRORJLFDO 6RFLHW\ (OOXO PDLQWDLQV WKDW WHFKQLTXH QRZFRQVWLWXWHV ERWKPDQ¶V
HVVHQFH DQGLGHQWLW\ ,QWKH UHDGLQJ RI(OOXO DGYDQFHG WKURXJK WKLV SURMHFW³HVVHQFH ´ LV
GHWHUPLQHG E\WKH UHODWLRQ RI EHLQJ WRLWV IRUP 7KURXJK WKLV XQLW\ ³HVVHQFH ´ SRLQWV WRZDUG WKH
WRWDOLW\ RI FRQVFLRXVQHVV LQ UHODWLRQ DVH[SHULHQFH ZKLOH ³LGHQWLW\ ´ UHIHUV WRWKH LQGLYLGXD O¶V VHOI
FRQVFLRXVQHVV RIWKLV FRQVFLRXVQHVV /RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV
PDLQWDLQV WKDW+HJHO¶V XQKDSS\ FRQVFLRXVQHVV LQYROYHV ³FRQVFLRXVQHVV DVVHOIFRQVFLRXVQHVV´




WKXVSODFLQJ WKH DFWLRQ RILGHQWLW\ IRUPDWLRQ EHIRUH FRQVFLRXVQHVV RIWKH WRWDOLW\ RI KXPDQ
HVVHQFH 8QDEOH WRUHWXUQ WRLWV IRXQGDWLRQ LQEHLQJ WKHXQKDSS\ FRQVFLRXVQHVV EHFRPHV
FRQVXPHG E\DQHQGOHVV EHFRPLQJ ³DQG ORVHV LWVHOI LQ DQDEVWUDFW LQILQLW\ DEDGLQILQLW\ ´ 
%HFDXVHRI WKHLPSOLHG UHODWLRQDO XQLW\ RI IRUP DQGEHLQJ RFFXUULQJ ZLWKLQ WKHLQVHSDUDEOH XQLW\
RIVXEVWDQFH DQGVSLULW LPPDQHQFH DQGWUDQVFHQGHQFH LQ UHDOLW\ DVJLYHQ (OOXO¶V SRVLWLRQ LVWKDW
KXPDQ HVVHQFHLV DOZD\V DQHPERGLHG HVVHQFH 7KH7HFKQRORJLFDO 6RFLHW\ 7KH HPERGLHG
HVVHQFH LV VLPXOWDQHRXVO\ GLVFORVHG DQGKLGGHQ LQGLDOHFWLF LH YHUEDOO\PHGLDWHG UHDOLW\ 
+RZHYHU LQ WKH H[SUHVVLRQ RIWHFKQLFDO UHDOLW\ LH WHFKQRORJ\ IRUP DQGEHLQJ DUHLGHQWLFDO
7KH7HFKQRORJLFDO 6\VWHP FUHDWLQJ D³VKDUHG HVVHQFH ´ DPRQJ LWVZRUOGRI REMHFWVGHVSLWH
WKH H[WUHPH GLYHUVLW\ RIDSSHDUDQFH (OOXO SRLQWV WRWKLV QRWLRQ RI WHFKQLFDO HPERGLPHQW DVWKH
IXVLRQ RIIRUP DQGEHLQJ LQ KLV FULWLTXH RI WKHKRPRJHQHLW\ RI:HVWHUQL]HG FXOWXUHV
/RYHNLQ¶V SKHQRPHQRORJLFDO SHUVSHFWLYH SHUPLWV DQHQODUJHG XQGHUVWDQGLQJ RIKRZ
(OOXO¶V QRWLRQ RIWHFKQRORJ\ FRQVWLWXWHV WKHH[SUHVVLRQ RIWKHH[SHULHQFH RIEHLQJ LQ WKH
FRQWLQXRXV SURFHVVRI EHFRPLQJ EH\RQG LWVHOI WKH VLQJXODULW\ RIZRUOG FRQVFLRXVQHVV PHQWDOLW\
DQGLQWHQWLRQ %\ FRPSDULQJ (OOXO¶V WHFKQLTXH ZLWK +HJHO¶V EDGLQILQLW\ /RYHNLQ SRVLWLRQV
(OOXO¶V WKHRORJLFDO SUREOHP RIWKHPHDQV DQGWKH HQGZLWKLQ DSKLORVRSKLFDO IUDPHZRUN WKDW
SHUPLWV FRQVLGHUDWLRQ RI WKHLQGLVVROXEOH UHODWLRQ EHWZHHQ ILQLWH DQGLQILQLWH UHDOPV LQ(OOXO¶V
GLDOHFWLF WKHRORJ\ IURP DQRWKHU LQWHOOHFWXDO SHUVSHFWLYH :KLOH QRWLQJ WKHVH WKHRUHWLFDO
VLPLODULWLHV /RYHNLQ 7HFKQLTXH'LVFRXUVHDQG&RQVFLRXVQHVV WDNHVWKHSRVLWLRQ WKDW(OOXO¶V
WKHRORJ\ VXSSOLHV DQ HSLVWHPRORJLFDO ³SXUSRVH ´ LHDIRXQGDWLRQ LQ WKH%HLQJ RIEHLQJ WKDW
+HJHO¶V SKLORVRSKLFDO FRXQWHUSDUW ODFNV 2QWKLV JURXQG /RYHNLQ IXUWKHU QRWHV WKDW(OOXO¶V
³DQDO\VLV QHYHU GULIWV IDU IURP WKHOLIH ZRUOG LQWR WKHSXUHO\ FRQFHSWXDO´  ZKLOH +HJHO¶V DQDO\VLV
³UDUHO\ HPHUJHV ´ IURP WKLV FRQFHSWXDO UHDOP +HJHO¶V FRQFHSWXDO SKLORVRSK\ GUDZV
 7KH7HFKQRORJLFDO6RFLHW\SS

DWWHQWLRQ WRWKH LQWHOOHFWXDO WUDSVWKDW DFFRPSDQ\ KXPDQLW\¶V DWWHPSWV WRFRQVWUXFW DQGUHPHPEHU
WKH$EVROXWH WKURXJK SXUHO\ UDWLRQDO REMHFWLYHV ZKLOH ³(OOXO UHPLQGV XVRI WKHH[LVWHQWLDO DQG
PRUDO GLPHQVLRQ WKDW DFFRPSDQLHV UHDVRQ¶V ODERUVZLWK WKHQHJDWLYH´ DVZHOO DVWKHLQKHUHQW
³OLPLWDWLRQV ´ RIKXPDQ UHDVRQ%\SODFLQJ (OOXO DQG+HJHO LQWR FRQYHUVDWLRQ /RYHNLQ
GUDZVDWWHQWLRQ WRVLPLODULWLHV WKDW FDQEHH[SOLFDWHG RQRQHVLGH DVDWKHRORJLFDO DQG IURP WKH
RWKHU DVDSKLORVRSKLFDO SKHQRPHQRORJ\
/RYHNLQ¶V WXUQ WRZDUGWKHTXHVWLRQ RIHPERGLPHQW WXUQV DSKHQRPHQRORJLFDO IRFXVXSRQ
(OOXO¶V FODLP WKDW WKHSXUHO\ UDWLRQDO WHFKQLFDO FRQVFLRXVQHVV LV YRLGRI SHUVRQDO H[SHULHQFH RU
HPRWLRQ DQRWLRQ FHQWUDO WR5LFKDUG 6WLYHUV¶ ³7KH 7HFKQRORJLFDO 3HUVRQDOLW\ ´ FKDUDFWHUL]DWLRQ
RI(OOXO¶V WHFKQLFDO SHUVRQDOLW\ DVDQ³DVVHPEO\ ´ RILPDJHV 6WLYHUV¶ QRWLRQ RI
³SHUVRQDOLW\ ´ DVFRQVWLWXWLYH RI DWZRGLPHQVLRQDO FROOHFWLRQ RILPDJHV FDSDEOHRI PDQLSXODWLRQ
WRGHPRQVWUDWH FRQIRUPLW\ ZLWK WKH FKDQJLQJ GHPDQGVRI WHFKQLFDO QHFHVVLW\ VXJJHVWV DUHYHUVDO
RIWKHRQWRORJLFDO SULPDF\ RI EHLQJ WRDFWLRQ DVDIRUP RI FRQVFLRXVQHVV 5LFKDUG /DQLJDQ
³&RPPXQLFRORJ\ ´ PDNHV DVLPLODU REVHUYDWLRQ DOWKRXJK QRWLQ DVVRFLDWLRQ ZLWK (OOXO ZKHQ
KHSODFHV WKHSUREOHP RI3RVW0RGHUQ LGHQWLW\ ZLWKLQ DSKHQRPHQRORJLFDO IUDPHZRUN JURXQGHG
LQ WKH UHYHUVDO RIWKH$ULVWRWHOLDQ ORJLF RI³IRUPDWLRQV H[SHULHQFHV ´ WKDW FRQVWLWXWH
³WUDQVIRUPDWLRQ FRQVFLRXVQHVV ´ 
:KDW/DQLJDQ ³&RPPXQLFRORJ\´ LPSOLHV KHUHLV WKDW WKH IRUPDWLRQ RI3RVW0RGHUQ
LGHQWLW\ LV JURXQGHG LQ WKHVKLIW IURP H[SHULHQFH DVWKHGHWHUPLQDQW RI FRQVFLRXVQHVV WR
FRQVFLRXVQHVV DVWKHGHWHUPLQDQW RIH[SHULHQFH )RU(OOXO WKLV VKLIW RFFXUVZLWKLQ WKH WHFKQLFDO
SKHQRPHQRQ ZKLFK EHFRPHV UHLILHG DVDQHZ IRUP RIFRQVFLRXVQHVV WKURXJK FLUFXODWLRQ RIWKH
GLVFRXUVH H[SUHVVLYH RIWKLV SKHQRPHQRQ LH WHFKQRORJ\ :KDW(OOXO SRVLWV LV DPXWDWLRQ LQ WKH
VWUXFWXUH RIFRQVFLRXVQHVV ± ZKDW/DQLJDQ GHVFULEHV LV LWV RXWFRPH ± DQGZKDW/RYHNLQ GRHVLV

SURYLGH DGHVFULSWLYH SKHQRPHQRORJ\ RI WKLV WUDQVLWLRQ LQ FRQVFLRXVQHVV DVVHHQE\(OOXO 7R
DFFRPSOLVK WKLV WDVN/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV UHOLHV XSRQ WKHNH\
PHWDSKRU RI ³GLVWDQFH ´ WKH ODFNRIZKLFK UHVXOWV LQ WKH LQDELOLW\ WRIRUP DQHJDWLYH LQ ODQJXDJH
RUSHUFHLYH WKHREMHFWVRQH HQFRXQWHUV LQ WKH DUWLILFLDO XQLYHUVH RI WHFKQLFDO UHDOLW\ DV³RWKHU ´ 
0RVWVLJQLILFDQWO\ /RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV WDNHVWKHYLHZ WKDW
WHFKQLTXH DVDQDUWLILFLDO UHDOLW\ GRHVQRWPHUHO\ UHO\ XSRQ DGLVFRXUVH WKDWPHGLDWHV WKLV UHDOLW\
EXWWKDW WKH WHFKQLFDO SKHQRPHQRQ LQ ZKLFK WKLV DUWLILFLDO FRQVFLRXVQHVV HPHUJHV LV LQ LWVHOI
GLVFXUVLYH 7KHSDUDGR[RIWKLV GLVFXUVLYH PRYHPHQW LQ WKH WHFKQLFDO SKHQRPHQRQ LV WKDW
LWPRYHV WRSURGXFH DQDEVWUDFWLRQ WKDW FORVHV WKRXJKW LQWR WKH UDWLRQDO IRUP RIWHFKQLTXH E\
UHPRYLQJ WKRXJKW IURP LWV VRXUFHLQ WKHVXEMHFW RIEHLQJ WKHSDUWLFXODU DQG VLWXDWLQJ LWZLWKLQ D
SHUSHWXDO VWDWHRI EHFRPLQJ ZKLFK LV WUDQVIRUPHG LQWR DIRUP RIDQRQ\PRXV DQGFROOHFWLYH
DFWLRQ E\ZKDW/RYHNLQ UHIHUV WRDV³FOLFKpJHQLF ODQJXDJH ´ 
7KH&OLFKpJHQLF/DQJXDJHRI7HFKQLTXH
/RYHNLQ¶V DQDO\VLV RI WHFKQLTXH IURP WKH VWDQGSRLQW RI DSKHQRPHQRORJ\ RIWKH WHFKQLFDO
VWDWHRIPLQG DVVLVWV LQ XQGHUVWDQGLQJ (OOXO¶V FRQFHUQ ZLWK WKH VXSSUHVVLRQ RIDQLQGLYLGXDO HWKLF
E\WHFKQLFDO PRUDOLW\ 7KLV FORVXUH RIFRQVFLRXVQHVV LVDSUREOHP RIWHFKQLFDO PHGLDWLRQ ±
FRQVFLRXVQHVV LWVHOI KDVEHFRPHHQFORVHG E\WKHLPDJH IRUPLQJ DQGLQIRUPLQJ DSXUHO\
DUWLILFLDO DEVWUDFWZRUOGYLHZ 7KLV FORVXUH RIFRQVFLRXVQHVV LV GHPRQVWUDWHG LQ WKHFOLFKp ZKLFK
/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV FKDUDFWHUL]HV DVWKH³HPERGLPHQW RI
WHFKQLTXH ´ )URP WKHSHUVSHFWLYH RI(OOXO¶V SKLORVRSK\ RIFRPPXQLFDWLRQ KRZHYHU LW
PD\ EHDSSURSULDWH WRUHIUDPH WKLV QRWLRQ DVIROORZV WKHFOLFKp LV DQXQFRQVFLRXVO\DFFHSWHG
H[SUHVVLRQ RI WKHWHFKQLFDO HPERGLPHQW RIFRQVFLRXVQHVV

)RU/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV(OOXO¶V FOLFKp UHSUHVHQWV DQHZ
IRUP RI³FRPPRQSODFH ´ WKDW JRHVEH\RQG+)+DUGLQJ¶V 5HYLHZ RI$&ULWLTXHRIWKH1HZ
&RPPRQSODFHVDVVRFLDWLRQ RI WKLV WHUP LQ(OOXO ZLWK &LFHUR¶V ORFLFRPPXQHV )RU/RYHNLQ
(OOXO¶V ³FRPPRQSODFH ´ LVWKH FRQVFLRXV H[SUHVVLRQ RIDQXQFRQVFLRXVO\ UHLILHG SUHVXSSRVLWLRQ
WKDW UHYHDOV WKHXQGHUO\LQJ VSLULWXDOPDWHULDO IRFXV LQ DSDUWLFXODU VRFLHW\ $VD³UHSRVLWRU\
IRU HQDFWHGEHOLHIV ´ WKH OLQJXLVWLF FRPPRQSODFH UHYHDOV ³D WRSRV WKDW VLWXDWHV WKHIDFWV RI GDLO\
OLIH ´ ,QRWKHUZRUGVWKH FOLFKp LV HPEHGGHGZLWK DVHQVHRIUHDOLW\ VKDUHGE\DOO EXWLQ WKH
GLVFXUVLYH DEVHQFH FKDUDFWHULVWLF RIXQFRQVFLRXV UHLILFDWLRQ KDVEHFRPH UHGXFHG WRDWULWH
VWDWHPHQW RI WDNHQIRUJUDQWHG IDFW )RU/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV
(OOXO¶V FOLFKp LV DZD\RI DWWULEXWLQJ IDOVH FRQVLVWHQF\ WRDSXUHO\ FRQFHSWXDO EHOLHI LQ RUGHUWR
PRYH LWIRUZDUG WKURXJK WLPH SODFH DQGVSDFHZLWKRXW HWKLFDO LQWHUIHUHQFH $VWKH³HPERGLPHQW
RIWHFKQLTXH ´ WKHFOLFKp DFWVWRIDOVHO\ XQLWH WUXWK ZLWK UHDVRQ WKURXJK D³FOHDU DQGVLQJOH
SXUSRVH ´ DQRWLRQ EDVHGXSRQ WZRIRXQGDWLRQDO HOHPHQWV RIWHFKQLFDO ORJLF FHUWDLQW\ DQG
VLQJXODULW\ RI YDOXH LH HIILFLHQW XVH
/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV FRQWLQXHV ZLWK DFUXFLDO PRYH WKDW
VHUYHV WRH[SOLFDWH WKH VLQJXODU HSLVWHPRORJLFDO GLPHQVLRQ RI WHFKQLFDO FRQVFLRXVQHVV WKHWUXH
PXVW EHFRPHDQREMHFWLQ RUGHUWREHFRPH UHSHDWDEOH LH WKHWUXH LV QRORQJHU FRQVWLWXWHG E\D
UHVSRQVH RIWKH VXEMHFW LQ WKHIXOOQHVV RIIRUP DQGEHLQJ LQ GLDOHFWLF UHODWLRQ EXWE\DQ
LPPHGLDWH UHDFWLRQ FDXVHGE\WKH DEVHQFHRIGLVWDQFH EHWZHHQ DVXEMHFWLYH VSHDNHURIDWUXWK
DQGWKHREMHFWWKDW WUXWK DGGUHVVHV7KH FOLFKp FORVHV EHLQJ LQWR WKH IRUP RILWV DEVWUDFWLRQ DQG
FRQVHTXHQWO\ ³>W@KH 7UXH LV QRWJUDVSHG DVD³PRGH RIEHLQJ ´ ZKRVH UHDOLW\ RYHUIORZV LWV
 +DUGLQJ5HYLHZ RI$&ULWLTXHRIWKH1HZ&RPPRQSODFHVVXJJHVWVWKDW(OOXO¶VWHUP ³FRPPRQSODFH´ VHHPVWR
LPSO\&LFHUR¶VPHDQLQJRI ORFLFRPPXQHV DVDUHIOHFWLRQ XSRQDJHQHUDOEHOLHIXVHGWRLQWURGXFHVXSSRUWRU
FRQFOXGHDSDUWLFXODUUKHWRULFDO DUJXPHQW +DUGLQJ+)³5HYLHZRI$&ULWLTXH RIWKH1HZ&RPPRQSODFHV´
4XDUWHUO\-RXUQDORI6SHHFKYRO QR SS±

HPERGLPHQW>HPSKDVLV PLQH@ ´ 7KXV WKH FOLFKp DV³WKH HPERGLPHQW RIWHFKQLTXH ´ SRLQWV
WRZDUGWKHSHUIHFW V\QFKURQL]DWLRQ RIIRUP DQGEHLQJ HIIHFWHG E\WKH FORVXUH RIWKH ODWWHU E\WKH
IRUPHU ,QFRQVLGHUDWLRQ RIWKLV FORVXUH RIEHLQJ E\IRUP /RYHNLQ¶V H[SOLFDWLRQ RIWKH VWUXFWXUH
RIFOLFKp DQGWHFKQRORJ\ DVD³FOLFKpJHQLF ODQJXDJH ´ SRVLWV DQ LPSRUWDQW LPSOLFDWLRQ IRUWKH
VXUYLYDO RIQDUUDWLYH PHDQLQJ ZKLFK LV ³QRW DUHSHWLWLRQ EXWDPRYHPHQW IURP DEHJLQQLQJ
WKURXJK DPLGGOH WRDQHQGDVWRU\ HYLQFLQJ QRWLRQV RI RULJLQV GHYHORSPHQW DQGSXUSRVH ´ 
5DWKHU FOLFKpJHQLF ODQJXDJH E\ZD\RILWV VLQJXODULW\ RIVWUXFWXUH LV QRWKLQJ PRUH WKDQ WKH
DQRQ\PRXV SURGXFW RIWKH DQRQ\PRXV PDVV ± LW SRLQWV WRZDUGQRWKLQJ EXWLWVHOI WKHREMHFWLQ
LVRODWLRQ IURP WKH VXEMHFW LQ WLPH SODFH DQGVSDFHWKDW SURYLGHV WKHQHFHVVDU\ FRQWH[W IRUD
SDUWLFXODU QDUUDWLYH E\DERXWDQG IRUFRQFUHWH LQGLYLGXDOV DVSDUWLFLSDQWV LQ WKHSURFHVVRI
V\PEROLF PHDQLQJPDNLQJ 
/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVVPDLQWDLQV WKDW ³WKH FOLFKp LV DQ
DWWHPSW WRSURYLGH OLQJXLVWLF FRQWH[W WKDW IDLOV DVLW VXEVWLWXWHV UHSHWLWLRQ IRUUHPHPEUDQFH ´ LH
D³V\PERORJ\ WKDW GHQLHV LWV V\PEROLF GLPHQVLRQ ´ ,QWKHDEVHQFHRIDQ DXWKHQWLF QDUUDWLYH
GHILQHG E\LWV V\PEROLF FRQWH[W WKH DQRQ\PRXV PHVVDJH FRQVWLWXWLYH RI WKHFOLFKp PXVW UHO\
XSRQ DQDQRQ\PRXV SHUVRQ DQHTXDOO\ IDOVH V\PERO RIWHFKQLFDO HWKRVWRJLYH LW ³OLIH ´ E\
HPERG\LQJ WKH FOLFKp DQGWKXV EHVWRZLQJ XSRQ LW DQDUWLILFLDO SUHVHQFHJURXQGHG SXUHO\ LQ
DSSHDUDQFH 7KH DUWLILFLDO SUHVHQFHRI³WKH DQQRXQFHU WKH FHOHEULW\ WKH DXWKRULW\ ´
FRQVWLWXWHV QRWKLQJ PRUH WKDQ WKHIXOO\HPERGLHG H[WHQVLRQ RI WHFKQLFDO HWKRVPDGHSRVVLEOH E\
DFRUUHVSRQGLQJ ORJRV IRU WKH VROHSXUSRVHRIUHLQIRUFLQJ DWHFKQLFDO SDWKRV WKDW ³DOORZV XVWR
IRUJHW WKDWZKDWZHDUHKHDULQJ DQGVHHLQJ LVDQDEVWUDFWLRQ ´ $VWKH HPERGLPHQW RID
SXUHO\ WHFKQLFDO IRUP RIFRQVFLRXVQHVV WKHDQRQ\PRXV SHUVRQ LVPHUHO\ DQRWKHU REMHFWWKDW KDV

EHFRPH UHGXFHGWRPHDQV E\WKHV\VWHP DQLPDJH DEVWUDFWHG IURP FRQFUHWH SUHVHQFH DQGUHDOLW\
ZKLFK LV VROHO\ µRXW WKHUH¶ IRU FRQVXPSWLRQ 
/RYHNLQ PDNHV DFUXFLDO SRLQW ZLWK UHJDUG WR(OOXO¶V LPSOLFDWLRQ WKDWZLWKLQ WKH
WHFKQRORJLFDO PLOLHX WKHKXPDQ EHLQJ KLP KHUVHOI LVUHTXLUHG WREHFRPHDPHDQV ± D
UHSURGXFWLRQ DQGGHOLYHU\ V\VWHP IRUWHFKQLTXH 7KLV SRLQW VHUYHV WRHPSKDVL]H WKHGLVWLQFWLRQ
EHWZHHQ(OOXO¶V QRWLRQ RIFOLFKp DVDQHZ IRUP RI³FRPPRQSODFH ´ WKDW VKDUSO\ GLIIHUV IURP
&LFHUR¶V ORFLFRPPXQHV$VPRUH WKDQ DPHUH H[SUHVVLRQ RIODUJHO\ XQFRQVFLRXV FROOHFWLYH
DJUHHPHQW /RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVVPDLQWDLQV WKDW(OOXO YLHZV WKH
FOLFKp DVSRVVHVVLQJ ³DOLIH DQGDIRUFH TXLWH LWV RZQ ´ %RWK WKH ³OLIH ´ DQG WKH³IRUFH ´
/RYHNLQ VSHDNVRIUHTXLUH WKHDEVWUDFW SUHVHQFHRIDFRQFUHWH LQGLYLGXDO WKDW DVDFRQVHTXHQFH
RIKDYLQJ DVVXPHG DQHPERGLHG WHFKQLFDO FRQVFLRXVQHVV H[WHQGV WKHDUWLILFLDO IRUP RI³OLIH ´ DQG
³IRUFH´ XSRQZKLFK FOLFKpJHQLF ODQJXDJH GHSHQGV7KLV SURMHFWDGYDQFHV WKHSURSRVLWLRQ WKDW
WKLV QRWLRQ RIHPERGLHG DEVWUDFWH[WHQVLRQ LVLPSRUWDQW WRDEURDGHUSKHQRPHQRORJLFDO
XQGHUVWDQGLQJ RIWKH ³VHOIDXJPHQWLQJ ´ FKDUDFWHULVWLF RI(OOXO¶V WHFKQRORJLFDO V\VWHP %HFDXVH LW
LV DQRQOLYLQJ SKHQRPHQRQ WHFKQLTXH FDQQRW HQWLUHO\ UHSURGXFHRILWV RZQDFFRUGEXWUDWKHU
UHTXLUHV KXPDQ FRRSHUDWLRQ ZKLFK LW DFKLHYHV WKURXJK VXEMXJDWLRQ RI WKHDXWKHQWLFDOO\ VSLULWXDO
V\PEROLF UHDOP DQGKXPLOLDWLRQ RIWKHZRUG7HFKQLFDO FRQVFLRXVQHVV PXVW UHPDLQ DOLJQHG ZLWK
WKH IRUP RIH[SHULHQFH GHPDQGHG E\WKH DUWLILFLDO UHDOLW\ LQ RUGHUIRU GLDOHFWLF FORVXUH WRSURFHHG
XQLQWHUUXSWHG LH WRJXDUDQWHH WKH FORVXUH RI DQLQGLYLGXDO HWKLF E\WHFKQLFDO PRUDOLW\ 7KLV
GHPDQG UHTXLUHV WKHERG\LWVHOI LQ DOLJQPHQW ZLWK FRQVFLRXVQHVV WRFRQIRUP ZLWK WHFKQLTXH¶V
IRUP LQ RUGHUWRHQVXUH WKHDSSHDUDQFH RIDFRUUHFWSHUIRUPDQFH
/RYHNLQ¶V SKHQRPHQRORJLFDO H[SOLFDWLRQ RI(OOXO¶V FOLFKp DVWKHH[SUHVVLRQ RIWKH
HPERGLPHQW RIWHFKQLFDO FRQVFLRXVQHVV SRLQWV WRZDUGDQXQUHIOHFWLYH PRQRORJXH WKDW FDQEH

FKDUDFWHUL]HG DVSXUHWHFKQLFDO HWKRV ± DSHUVXDVLYH LPDJH WKDW LQIRUPV DFRUUHVSRQGHQWO\ SXUH
IRUP RIWHFKQLFDO SDWKRV LQ WKH UHFHLYHU 7KH ODFNRIGLVWDQFH EHWZHHQ WKHVH LGHQWLFDO IRUPV RI
SHUVXDVLRQ ± ZKLFK DUHQRORQJHU GLVWLQFW PRGHV ± HQVXUH FORVXUH RIFRQVFLRXVQHVV LQ REHGLHQFH
WRWKH V\VWHP¶V GHPDQG IRUPRQRORJLF UHSURGXFWLRQ LH DPHFKDQLVWLF UHDFWLRQ UDWKHU WKDQ D
GLDOHFWLF UHVSRQVH /RYHNLQ¶V DWWHQWLRQ WR(OOXO¶V QRWLRQ RI WHFKQRORJ\ DVFOLFKpJHQLF ODQJXDJH
SURYLGHV DQH[SOLFDWRU\ IUDPHZRUN E\ZKLFK DJUHDWHU XQGHUVWDQGLQJ RIKRZ WHFKQLTXH DOWHUV
KXPDQ UHODWLRQV DQGWKHV\PEROLF GLPHQVLRQ RIPHDQLQJ XSRQZKLFK WKHVH UHODWLRQV GHSHQG FDQ
EHPRUH IXOO\ UHDOL]HG (OOXO FDOOV UHDGHUV WREHFRPHDZDUHRIWKH HPERGLHG FORVXUH RI WHFKQLFDO
FRQVFLRXVQHVV 7KLV HIIRUW FDQEHGHVFULEHG DVWKHHPERGLPHQW RI DIXOO\VHOIFRQVFLRXV
UKHWRULFDO LQWHQWLRQ WRUHVWRUHVRPHRQH¶V LQGLYLGXDO DZDUHQHVV RIGLDOHFWLF UHDOLW\ WKURXJK WKH
KHDULQJ RIWKH:RUG± WKH LQWHUYHQWLRQ RI6SLULW WKDW UHPDLQV IXOO\ DSDUWIURP WKHPDGHZRUOG WKDW
KDVEHFRPH VDFUDOL]HG E\WHFKQLFDO VSLULW 
7KH$IILUPDWLRQ RI7HFKQLFDO )RUP WKURXJK 7HFKQLFDO 'LVFRXUVH
5HO\LQJ XSRQ DGHVFULSWLYH SKHQRPHQRORJ\ LQ OLQH ZLWK WKH FKDUDFWHULVWLFV RIZKDW LV
LGHQWLILHG LQ WKLV SURMHFWDV(OOXO¶V IRUP EHLQJ VLQJXODULW\ )%6/RYHNLQ 7HFKQLTXH
'LVFRXUVH DQG&RQVFLRXVQHVVPDLQWDLQV WKDW WHFKQLTXH FDQQRW EHPDGHDQREMHFWRI
FRQVFLRXVQHVV ³EHFDXVH LW KDV EHFRPHFRQVFLRXVQHVV¶V IRUP ´HPSKDVLV PLQH 7KLV
SURMHFWFHQWHUV DURXQG WKH FODLP WKDW IRU(OOXO WKHSUREOHP RIFRQVFLRXVQHVV ZLWKLQ WKH
WHFKQRORJLFDO PLOLHX EHJLQV ZKHQ VXEMHFWLYH NQRZOHGJH VHOINQRZOHGJH DQGREMHFWLYH
NQRZOHGJH NQRZOHGJH RIWKHZRUOG EHFRPH LQGLVWLQFW LQ IRUP,Q KLV LQWURGXFWLRQ WR
7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV /RYHNLQ GLVFXVVHV IRXU SDUWLFXODU FODLPV UHJDUGLQJ
(OOXO¶V WHFKQRORJLFDO SKHQRPHQRQ WKDW JXLGH KLV DQDO\VLV WKUHHRIZKLFK DUHVSHFLILFDOO\
JURXQGHG LQ WKHSUREOHP RIIRUP 7REHJLQ /RYHNLQ VWDWHVWKDW KLV ILUVW DUHDRI LQWHUHVW

UHYROYHV DURXQG (OOXO¶V LPSOLFDWLRQ WKDW WKH ³LGHD RIWHFKQLTXH LWVHOI ´ LV ³DQ LGHD WKDW WHFKQLTXH
GRHVQRW IRUP ´ 7KLV VWDWHPHQW LPSOLHV WKDW WKH³LGHD ´ RIWHFKQLTXH GRHVQRWFRQVFLRXVO\ LQ
IRUP LWV DWWHQGDQW DFWLRQ 6HFRQG/RYHNLQ¶V SURMHFW DLPV WRH[SOLFDWH KRZ(OOXO FRQFHLYHV RIWKH
LGHD RIWHFKQLTXH ZLWK UHVSHFWWRWKH DVVRFLDWLRQ EHWZHHQ ³FRQVFLRXVQHVV¶V V\PEROLF UHODWLRQV WR
LWV RZQFRQVWUXFWLRQV DQGWRWKRVHDSSHDUDQFHV RIRWKHUQHVV RXW RI ZKLFK V\PEROV DUHIRUPHG ´
7KLV VWDWHPHQW VXJJHVWV DFRPSOH[ H[LVWHQWLDO SUREOHP LQYROYLQJ FRQVFLRXVQHVV¶V
DSSUHKHQVLRQ RI REMHFWVLQ WKHZRUOG LQ WHUPVRI WKHFRQVWUXFWLRQ RI LGHQWLW\ WKHQRWPH DQG
SRVVHVVLRQ WKHQRWPLQH /RYHNLQ¶V WKLUG IRUPUHODWHG LQWHUHVW VXUURXQGV WKHTXHVWLRQ RIWKH
W\SHRI³³OLIHZRUOG ´ WKDW WHFKQLTXH JHQHUDWHV ´ :LWK UHJDUG WRWKLV SRLQW /RYHNLQ LV FOHDU
WKDW KHGRHVQRW FRQVLGHU (OOXO¶V ³WKHRU\ RIWHFKQRORJ\´ DVD³VLPSOH LQWHOOHFWXDO
FRQVWUXFWLRQ ´ DQGYHQWXUHV LQWR WHUULWRU\ ZKLFK VXJJHVWV WKDW WKH FRPSOH[LW\ RIWKLV GLVWLQFWLRQ
SRLQWV WRDTXHVWLRQ RIIRUP 7KLV FRPSOH[LW\ RIIRUP LQYROYHV OLIH DQGDFWLRQ DVGHILQHG
WKURXJK (OOXO¶V GLDOHFWLF WKHRORJ\ LQRSSRVLWLRQ ZLWK WKH ³WKRXJKW ODQJXDJH DQGVWUXFWXUH ´ RI
(OOXO¶V WHFKQRORJLFDO PLOLHX (OOXO¶V DQDO\VLV RIWKH VWUXFWXUH RIWKH WHFKQLFDO SKHQRPHQRQ
LQ7KH7HFKQRORJLFDO 6\VWHP SURYLGHV LQVLJKWV WKDW DOORZ IRU IXUWKHU H[SORUDWLRQ RIWKHTXHVWLRQ
RIWHFKQRORJ\ DVDILUVWRULHQWLQJ IRUP
 0\UHDGLQJ RI/RYHNLQ SRLQWVWRWKHLPSOLFDWLRQ WKDWKHVKDUHVWKHGLVWLQFWLRQKHOGLQWKLVSURMHFWWKDWIRU(OOXO
³WHFKQLTXH´FRQVWLWXWHVWKHDUWLILFLDO UHDOLW\ZKLOH ³WHFKQRORJ\´FRQVWLWXWHVWKHGLVFRXUVHDERXWWKDWUHDOLW\%HFDXVH
WKHLPDJHEDVHGPRQRVWUXFWXUHRIWHFKQLFDOSKHQRPHQRQUHQGHUVWKHODWWHUDPLUURU LPDJH RIWKHIRUPHU WKHWZR
DUHQRWVHSDUDWHEXWUDWKHUWZRDEVWUDFWPRYHPHQWVLQFRQVFLRXVQHVVWKDWFRQVWLWXWHDVLQJXODULW\RIDSSHDUDQFHDQG
SHUFHSWLRQ:KLOH³WKHRU\RIWHFKQLTXH´DQG³WKHRU\RIWHFKQRORJ\´DUHDUJXDEO\LQWHUFKDQJHDEOHFRQFHSWVIURP D




7KH3UHVHQFHRIWKH.LQJGRP LQ&RQYHUVDWLRQ ZLWK 7KH7HFKQRORJLFDO6\VWHP
7KLV FKDSWHU ZLOO IRFXV RQWKH LPSOLFLW UHODWLRQVKLS EHWZHHQ WKH WHUPV ³PHDQV ´ DQG
³IRUP ´ LQ (OOXO LQ RUGHUWRDGYDQFHKLV FRUUHVSRQGLQJO\ LPSOLHG FRQWHQWLRQ WKDW WKHRSHQVSDFHRI
HWKLFV EHFRPHV FORVHGE\DQDXWRQRPRXV GHPDQG WRUHGXFHWKH FRPSOH[LW\ RIIRUP DQGEHLQJ WR
DVLQJXODU IRUP RIEHLQJ WKDW WUDQVIRUPV WKH FRPPXQLFDWLRQ HQFRXQWHU EHLQJ ZLWKLQ DQHYHQW
RQWRORJ\ LQWR DFRPPXQLFDWLRQ H[FKDQJH EHLQJ ZLWKLQ DVXEVWDQFH RQWRORJ\ 'LVFXVVLRQ ZLOO
SURFHHGDVWKHRXWFRPH RIDKHUPHQHXWLF WH[WXDO DQDO\VLV RI WKH(QJOLVK WUDQVODWLRQV RI7KH
3UHVHQFHRIWKH.LQJGRPDQG7KH7HFKQRORJLFDO 6\VWHPKHUHDIWHU
UHIHUUHG WRDV³6\VWHP ´ SODFHG LQ FRQYHUVDWLRQ DOWKRXJK 7KH7HFKQRORJLFDO 6RFLHW\
  KHUHDIWHU UHIHUUHG WRDV³6RFLHW\ ´ ZLOO DOVREHOLEHUDOO\ FLWHG LQRUGHUWRSURYLGH
WKHRUHWLFDO FRQWH[W IRU6\VWHP6HYHUDO WKHRUHWLFDO DVVXPSWLRQV LQ(OOXO JLYH ULVH WRWKHQHHGIRU
VXFK DQDQDO\VLV RIWKH UHODWLRQ EHWZHHQ ³PHDQV ´ DQG³IRUP ´ 7KH\ DUH (OOXO¶V 6RFLHW\
GHILQLWLRQ RI WHFKQLTXH WKH UHDOLW\ DVFRQVWLWXWLYH RI³QRWKLQJ PRUH WKDQ PHDQV DQGWKH
HQVHPEOH RI PHDQV ´ (OOXO¶V 6\VWHPFKDUDFWHUL]DWLRQ RI WHFKQLFDO FRQVFLRXVQHVV DVDQ
DUWLILFLDO UHDOLW\ FRQVWLWXWLYH RIDQGFRQVWLWXWHG E\D³PXWDWLRQ RIUHDVRQLQJ ´ FI 6RFLHW\
WKDW UHVXOWV IURP DQDOWHUDWLRQ RIRQWRORJLFDO VWUXFWXUH FRQVWLWXWLYH RIDQGFRQVWLWXWHG E\D
ILUVWRULHQWLQJ IRUP DQG(OOXO¶V 6\VWHPFODLP WKDW WHFKQRORJ\ DVWKH ³GHWHUPLQLQJ IDFWRU ´ LQ
WKH WHFKQRORJLFDO SKHQRPHQRQ LV UHVSRQVLEOH IRU DPDVV UHYROXWLRQ LQ WKRXJKW WKDW FKDUDFWHUL]HV
RXUFXUUHQW KLVWRULFDO RU³WHFKQRORJLFDO ´ PLOLHX (OOXO PDLQWDLQV WKDW DVDGLVWLQFW IRUP RI
VRFLRKLVWRULFDO FRQVFLRXVQHVV WKLV ³WHFKQRORJLFDO ´ PLOLHX LV QRWUHIOHFWLYH RI DQ\ IUHHO\
FRQVWUXFWHG DQGDXWKHQWLFDOO\KXPDQ IRUP RIV\PEROL]DWLRQ EXWLV UDWKHU WKHSURGXFW RIWKH
DXWRQRPRXV UHSURGXFWLRQ RIDQDUWLILFLDO IRUP RIFRQVFLRXVQHVV 

7KLV FKDSWHU ZLOO ILUVW DWWHPSW WRH[SOLFDWH IURP (OOXO¶V VRFLRORJLFDO SHUVSHFWLYH WKH
XQGHUO\LQJ PLFURDQDO\VLV RIVWUXFWXUH WKDW VHUYHV WRVXSSRUW WKHPDFURWKHRUHWLFDO DVVXPSWLRQV
FRQFHUQLQJ WKH UHODWLRQ EHWZHHQ WKHWHUPV ³PHDQV ´ DQG³IRUP ´ VWDWHGDERYH7KHVHPDFUR
WKHRUHWLFDO DVVXPSWLRQV UHO\ XSRQ WKHFHQWUDO QRWLRQ LQ(OOXO¶V VRFLDO WKHRU\ WKDW RXUFXUUHQW
KLVWRULFDO PLOLHX LV GHILQHG E\DFRQVFLRXVQHVV DQGDODQJXDJH FKDUDFWHUL]HG E\WKH DEVHQFHRI
HQGV%HFDXVH (OOXO PDLQWDLQV WKDW WKHXQLW\ RUZKROHQHVV RIKLV VRFLRORJLFDO SHUVSHFWLYH KDV
PHDQLQJ RQO\ ZKHQSODFHG LQGLDOHFWLF WHQVLRQ ZLWK WKH WKHRORJLFDO SHUVSHFWLYH WKDW JURXQGV ZKDW
FDQIRU WKHVHSXUSRVHV EHFRQVLGHUHG KLV SKLORVRSK\ RIFRPPXQLFDWLRQ (OOXO¶V VRFLRORJLFDOO\
GHILQHG UHODWLRQVKLS EHWZHHQ ³PHDQV ´ DQG³IRUP ´ ZLOO EHFRXQWHUH[SOLFDWHG LQ OLJKW RI WKH
WKHRORJLFDO SHUVSHFWLYH WKDW SODFHV WKHLU PHDQLQJ ZLWKLQ DGLVWLQFWO\ &KULVWRFHQWULF HWKLF DQG
SKLORVRSK\ RIFRPPXQLFDWLRQ
,QUHVSHFW RIWKH WKHRUHWLFDO DVVXPSWLRQV RXWOLQHG DERYHDOO RIZKLFK SRLQW WRZDUG WKH
DEVHQFHRIKXPDQ HQGVLQ FRQWHPSRUDU\ VRFLHWLHV (OOXO¶V FRQFHUQ LVGLUHFWHG WRZDUGWKH VXUYLYDO
RIKXPDQLW\ LHWKH HVVHQFHRIPDQ TXD PDQ 6RFLHW\ FI ,Q DKLVWRULFDOO\
VLWXDWHG VHOIFRQVFLRXVQHVV UKHWRULFDO UHVSRQVH WRWKLV FRQFHUQ (OOXO DVVXPHV WKH FULWLFDO
SRVLWLRQ WKDWPDQQRORQJHU UHWDLQV PDVWHU\ RYHU KLV KHUZRUOG EHFDXVHKH VKHKDV ORVW KLV KHU
IUHHGRP WRV\PEROL]H +HLV FRQFHUQHG WKDW KXPDQ VSHHFK DVWKHGLDOHFWLFDOO\UHIOHFWLYH IRUP RI
FRPPXQLFDWLRQ ZKLFK DORQH HQDEOHV WKHRSHQLQJ RIWKHVSDFHRIHWKLFV KDVEHFRPHD³VHUI´  LQ D
ZRUOG FRQVWUXFWHG LQ DQGWKURXJK DODQJXDJH RI LPDJH %HFDXVHRI WKHVXEMXJDWLRQ RIKXPDQ
VSLULW WKDW FRUUHVSRQGVZLWK VXEMXJDWLRQ RI WKHVSRNHQZRUG(OOXO¶V FRQFHUQ LV WKDW WUXWK LV QR






DQDUWLILFLDO V\VWHP RIWKHSXUHO\ YLVXDO ± WKDWZKLFK FDQEHGHPRQVWUDWHG LHDODQJXDJH RI
LPDJH UHLILHG DVWH[W UHGXFHG WRLQIRUPDWLRQ DQGIXUWKHU UHGXFHGDVIDFW 7KH3UHVHQFHRIWKH
.LQJGRP FI7KH+XPLOLDWLRQRIWKH:RUG 
3ODFHG DWDQLQWHUVHFWLRQ ZKHUHTXHVWLRQV FRQFHUQLQJ WKHQDWXUH RI SKHQRPHQRORJLFDO
DSSUHKHQVLRQ ODQJXDJH DQGHWKLFV FRQYHQH (OOXO¶V FRQFHUQ LV IRU WKHVXUYLYDO RIWKH
DXWKHQWLFDOO\KXPDQ DQGLUUDWLRQDO V\PEROLF ODQJXDJH ZKLFK DVVHUWV DGLVWDQFH EHWZHHQ VXEMHFW
DQGREMHFWEHFDXVHKHEHOLHYHV WKDW DIUHHO\FKRVHQ HWKLF RIWKH LQGLYLGXDO GHSHQGV
FRQVFLRXVQHVV¶V UHDOL]DWLRQ RIWKLV GLVWDQFH )XUWKHUPRUH LW LVKLV FRQWHQWLRQ WKDW WKHSUREOHP RI
WHFKQLTXH LV DSUREOHP RI DIRUP RIODQJXDJH WKDW H[WLQJXLVKHV SRVVLELOLWLHV IRUKXPDQ EHLQJV WR
H[SHULHQFH WKHGLVWDQFH WKDW JLYHV ULVH WRZKDW0DUWLQ %XEHU 7KH:D\RI5HVSRQVH
FRQVLGHUV WKH LQWHUVXEMHFWLYHO\ FRQWH[WXDO ³VSKHUH RI WKHEHWZHHQ ´ E\UHGXFLQJ ERWKWKH VXEMHFW
DQGWKHREMHFWWRDPHDQV ZLWKLQ WKLV DUWLILFLDO V\VWHP 7KHSUHFHGLQJ FRQFHUQV FDQWKXV EH
VXPPDULO\ FRQVLGHUHG DVIROORZV DFRQFHUQ IRUKXPDQ ³EHLQJ ´ DVJLYHQ E\%HLQJ WKH ORVV
RIKXPDQ IUHHGRP WKDW DFFRPSDQLHV WKHORVV RI DQDXWKHQWLF DELOLW\ WRV\PEROL]H WKH
VXERUGLQDWLRQ RIRUDO WRYLVXDO UHDOPV WKH ORVVRI VXEMHFW DQGREMHFWYLD UHGXFWLRQ WR³PHDQV ´
DQGWKH FRQVHTXHQWLDO ORVV RIGLDOHFWLF WHQVLRQ GXH WRDPXWDWLYH VLQJXODULW\ RIIRUP DQGEHLQJ
DQGWKH DWWULEXWLRQ RIWKLV UHGXFWLRQ DQGVLQJXODULW\ RI ³PHDQV ´ WRDILUVWRULHQWLQJ IRUP ,Q
OLJKW RI WKHVH FRQFHUQV GLVFXVVLRQ ZLOO EHJLQ ZLWK DQH[SOLFDWLRQ WKHGHILQLWLRQ RI³PHDQV ´ LQ
(OXO¶V VRFLDO WKHRU\RI ODQJXDJH DQGLWV UHODWLRQ WR³IRUP´
)RU(OOXO WKHQRWLRQ RIWHFKQLFDO ³PHDQV ´ LPSOLHV WKH DOOHQFRPSDVVLQJ SUHVHQFHRID
IRUP RI DEVWUDFWLRQ ZKLFK LQ LWV VHSDUDWLRQ IURP WKH FRQFUHWH DEROLVKHV DOO OLPLWV DQGWKXV
SHUPLWV VHSDUDWLRQ RIWKHPHDQV IURP LWV HQG(OOXO¶V QRWLRQ RIWHFKQLFDO IRUP LVXQLTXHO\
FKDUDFWHUL]HG E\LWV SDUWLFXODU QDWXUH RQHWKDW HQFORVHV DXWKHQWLF KXPDQ EHLQJ DQGREOLJHV LW WR

WDNHRQWKHHVVHQFHRIWKLV ³IRUP ´ ,QRWKHUZRUGVLW LV DIRUP WKDW WROHUDWHV QRIUHHGRP RIDFWLRQ
EH\RQG WKH OLPLWV RILWV RZQORJLF RI QHFHVVLW\ ± DWHFKQRORJLFDOO\ SUHVFULEHG DQGUHLQIRUFHG
QHFHVVLW\ ZKLFK GULYHV WKHSDUDGR[LFDOO\ OLPLWOHVV GHPDQG IRUPRUH DQGJUHDWHU UHSURGXFWLRQ RI
LWVPHDQV LH LWV IRUP LH LWVHOI7KLV PRYH UHTXLUHV D³PXWDWLRQ RI KXPDQ UHDVRQLQJ ´ 6RFLHW\
LQYROYLQJ WKHFRQIODWLRQ RI IRUP DQGEHLQJ ZLWKLQ FRQVFLRXVQHVV DQRYHUORRNHG SURSRVLWLRQ
LQ(OOXO WKDW LVFHQWUDO WRWKLV SURMHFW LQ JHQHUDO DQG WKLV FKDSWHU LQ SDUWLFXODU ,QRUGHUWR
XQGHUVWDQG ZKDW(OOXO PHDQV E\D³PXWDWLRQ RIKXPDQ UHDVRQLQJ ´ ZHPXVW H[SORUH KLV QRWLRQ RI
KRZ WKH³PHDQV ´ EHFRPH VHSDUDWHGIURP WKHHQGVYLD WKH OHDSIURP ³WHFKQLFDO RSHUDWLRQ ´ WR
³WHFKQLFDO SKHQRPHQRQ ´ 
0HDQV0LQXVDQ(QG± 7HFKQLFDO 2SHUDWLRQ YV7HFKQLFDO3KHQRPHQRQ
$QXQGHUVWDQGLQJ RI WKHSKHQRPHQRQ WKDW JLYHV ULVH WR(OOXO¶V PXWDWLRQ RIKXPDQ
UHDVRQLQJ UHTXLUHV DQH[SORUDWLRQ RIWKHKLVWRULFDO DQGSKLORVRSKLFDO GLPHQVLRQV RIKLV
FODLP WKDW WHFKQLTXH LVQRWKLQJ PRUH WKDQ ³PHDQV DQGWKH HQVHPEOH RIPHDQV ´ 6RFLHW\
(OOXO¶V VRFLDO DQGFRPPXQLFDWLYH WKHRU\ LV JURXQGHG LQ WKHQRWLRQ WKDW WHFKQLTXH LV
DQDEVWUDFW DQGDUWLILFLDO UHDOLW\ DXWRQRPRXVO\ UHSURGXFHGE\DODQJXDJH WKDWPLUURUV WKLV
UHDOLW\ ,QWKLV VHOIVDPHQHVV RIZRUOG DQGODQJXDJH H[SHULHQFH DQGPHGLDWLRQ QHLWKHU
WKH VXEMHFW QRUWKHREMHFWDUHSHUPLWWHG WRH[LVW (OOXO 6\VWHPXVHVWKH WHUP³PHDQV ´ WR
LQGLFDWH WKHHQWU\ RIDQHZIRUP RI ³EHLQJ ´ LQWR KLVWRU\ ³DEHLQJ DSDUW ´ WKDW LV LGHQWLFDO
ZLWK LWV IRUP 7KLV ³PHDQV ´ FRQVWLWXWLYH RIWKH IXVLRQ RIIRUP DQGEHLQJ UHIHUV WR
DVLQJXODULW\ RIVWUXFWXUH WKDW KDVQRWKLQJ WRGRZLWK DQ\SULRU KLVWRULFDO GHILQLWLRQ RI
³PHDQV ´ UHODWLYH WRDQHQG7KH VLQJXODULW\ RIWKH IRUP EHLQJ VWUXFWXUH HOLPLQDWHV HQGV
GXHWRWKHODFNRIGLVWDQFH DQGGLIIHUHQFH UHTXLUHG WRIRUP DQHJDWLYH :KHQ WKLV
VLQJXODULW\ RI IRUP DQGEHLQJ ± DVDQDEVWUDFW FRQFHSW ORFDWHGRXWVLGH RIFRQFUHWH WLPH

SODFH DQGVSDFH± LV UHSURGXFHG WKURXJK ODQJXDJH LW EHFRPHV UHLILHG DVDPDVV
FRQVFLRXVQHVV FKDUDFWHUL]HG E\D³PXWDWLRQ RIKXPDQ UHDVRQLQJ ´ ZKHUHLQ ODQJXDJH DVDQ
H[SUHVVLRQ RI WKLV VHSDUDWLRQ QRORQJHU SRLQWV WRZDUGWKH UHDO 
7KH IRUHJRLQJ SURSRVLWLRQ FRQVWLWXWHV DSUREOHP WKDW(OOXO 3UHVHQFHLGHQWLILHV
ZLWK IRUP LQKLV ILUVW PDMRU WKHRORJLFDO ZULWLQJ ZKHQ KHVWDWHV WKDW
³WKH SUREOHP RIWKH HQGDQGWKHPHDQV LVDQDQFLHQW SUREOHP EXWLWV IRUP
>HPSKDVLV PLQH@ KDVEHHQDOWHUHG DQGLW LV QRZ H[SUHVVHG LQYHU\ GLIIHUHQW WHUPV
IURP WKRVHZKLFK ZHUHXVHGLQ HDUOLHU GD\V ´ 
7KHQRWLRQ RID³PXWDWLRQ RI KXPDQ UHDVRQLQJ´ E\ZD\RI DQDOWHUDWLRQ RIIRUP FDQEHJURXQGHG
LQ(OOXO¶V 6RFLHW\GLVWLQFWLRQ EHWZHHQ D³WHFKQLFDO RSHUDWLRQ ´ LQ ZKLFK WKH HQGLVSUHVHUYHG DQG
WKH ³WHFKQLFDO SKHQRPHQRQ ´ ZKLFK LQYROYHV DSURJUHVVLRQ RIPHDQV (OOXO 6RFLHW\
LQLWLDOO\ GHVFULEHV WKLV GLVWLQFWLRQ WKURXJK DKLVWRULFDO FRPSDULVRQ EHWZHHQ DQFLHQW YHUVXV
PRGHUQ WUHDWPHQW RI WHFKQLTXH DVDIRUP RIPHWKRG ZKLFK LQ WKH FDVHRIWKHIRUPHU ZDV
XQFRQVFLRXV DQGVSRQWDQHRXV EXW WKHQ LQ WKHFDVHRIWKH ODWWHU EHFDPH WUDQVIRUPHG LQWR D
FRQVFLRXV DQGUHDVRQHG IRUP RI DFWLYLW\ $VDFRQVHTXHQFH RI WKHDOWHUDWLRQ RI
FRQVFLRXVQHVV¶V IRUP RI H[SUHVVLRQ LQ PRGHUQLW\ (OOXO IHHOV UHTXLUHG WRDOWHU KLV GHILQLWLRQ RI
WHFKQLTXH WRPRUHPHDQLQJIXOO\ GHVFULEH UHIOHFW WKHFXUUHQW KLVWRULFDO SKHQRPHQRQ DVVRFLDWHG
ZLWK WKLV WHUP ,Q(OOXO¶V WKHRU\ RIWHFKQLTXH WKHPHDQLQJ PXVW FKDQJH EHFDXVHWKLV QHZDQG
DEVWUDFW IRUP RILQWHQWLRQ ± DQLQWHQWLRQ WKDW IRU WKHILUVW WLPH LQ WKHKLVWRU\ RIKXPDQ
FLYLOL]DWLRQ ORFDWHV FRQVFLRXVQHVV RXWVLGH RI DQ\ FRQFUHWH HWKLFDO SDUWLFXODU ± GHPDQGV DQHZ
H[SUHVVLRQ RI WKHUHDOLW\ UHIOHFWHG E\WKLV LQWHQWLRQ 
,QWKH ILUVW RIKLV WH[WV GHGLFDWHG WRWKHVRFLRORJLFDO FRXQWHUSDUW RIKLV GLDOHFWLF FRUSXV
7KH7HFKQRORJLFDO 6RFLHW\(OOXO JURXQGV KLV UHDVRQLQJ IRUWKH FKDQJH LQ PHDQLQJ

RIWKH WHUP³WHFKQLTXH ´ E\GLVWLQJXLVKLQJ WKH FRQVFLRXVQHVV RIWKH WHFKQLFDO RSHUDWLRQ IURP WKH
FRQVFLRXVQHVV RIWKH WHFKQLFDO SKHQRPHQRQ +H EHJLQV E\VLWXDWLQJ WKHWHFKQLFDO
SKHQRPHQRQ LQ LWV KLVWRULFDO HYROXWLRQ 0RGHUQWHFKQLTXH EHJDQZLWK WKHPDFKLQH EXW KDVQRZ
EHFRPH LQGHSHQGHQW RILW (OOXO 6RFLHW\PDNHV WKH FDXVDO DVVHUWLRQ WKDW GXULQJ WKHKLVWRULFDO
SHULRGXQGHU FRQVLGHUDWLRQ WKHPLGWZHQWLHWK FHQWXU\ LW KDVEHFRPHPRUH DFFXUDWH WRVD\ WKDW
WKHPDFKLQH GHSHQGVXSRQ WHFKQLTXH DQGQRWWKH UHYHUVH 7KH VDPH LVWUXHRI VFLHQFH
³:KHQ WKH WHFKQLFDO PHDQV GRQRWH[LVW VFLHQFH GRHVQRWDGYDQFH ´ 7RGHILQH WHFKQLTXH DV
UHIOHFWLYH RI WKHUHDOLW\ RI LWV FXUUHQW KLVWRULFDO PHDQLQJ (OOXO HPSKDVL]HV KLV WKHRUHWLFDO
GLVWLQFWLRQ EHWZHHQ D³WHFKQLFDO RSHUDWLRQ ´ DQGZKDW KHWHUPV DVWKH³WHFKQLFDO SKHQRPHQRQ ´
6RFLHW\ 
$WHFKQLFDO RSHUDWLRQ LVDPHDQV WRDQHQGDQGLV FKDUDFWHUL]HG E\WKH ³WHQWDWLYH
XQFRQVFLRXV DQGVSRQWDQHRXV ´ DFWLRQ DVVRFLDWHGZLWK SUHPRGHUQ FUDIW %ULHIO\ VWDWHGD
WHFKQLFDO RSHUDWLRQ FDQEHGHVFULEHG DVDSDUWLFXODU KXPDQ DFWLRQ FDUULHG RXWDVDPHDQV WRD
FRUUHVSRQGLQJ KXPDQ HQGZKLFK ³LQFOXGHV HYHU\RSHUDWLRQ FDUULHGRXW LQ DFFRUGDQFHZLWK D
FHUWDLQ PHWKRG LQRUGHUWRDWWDLQ DSDUWLFXODU HQG ´PLQXV WKHLQWHUYHQWLRQ RIUDWLRQDO MXGJPHQW
DQGFRQVFLRXVQHVV ,Q WKHWHFKQLFDO SKHQRPHQRQ WKH³GRXEOH LQWHUYHQWLRQ´ RI
FRQVFLRXVQHVV DQGMXGJPHQW HQWHU LQWR WKH WHFKQLFDO RSHUDWLRQ WUDQVIRUPLQJ ³ZKDW ZDV
SUHYLRXVO\ WHQWDWLYH XQFRQVFLRXV DQGVSRQWDQHRXV DQGEULQJ>LQJ@ LW LQWR WKHUHDOP RIFOHDU
YROXQWDU\ DQGUHDVRQHG FRQFHSWV ´ :LWK WKHGRXEOH LQWHUYHQWLRQ RIFRQVFLRXVQHVV DQG
MXGJPHQW WHFKQHDVLWZDVNQRZQ WRWKH*UHHNVLH WKHPDNLQJRIFUDIWZRUN EHFRPHV
WUDQVIRUPHG DVDIXVLRQ RIPDNLQJ SOXV NQRZLQJ WHFKQHSOXVORJRV7KXV WHFKQRORJ\ VHHQLQ
WKH OLJKW RIWKLV GLVWLQFWLRQ EHWZHHQRSHUDWLRQ DQGSKHQRPHQRQ FDQVKRXOG EHPRUH
PHDQLQJIXOO\ GHVFULEHG DVDGLVFRXUVH WKDW UHIOHFWV WKLV PHWDSK\VLFDO DEVWUDFWLRQ DVWKH

H[SUHVVLRQ RI DGLVHPERGLHG DQGWKXV DUWLILFLDO IRUP RIFRQVFLRXVQHVV (OOXO¶V SUREOHP RI
WHFKQLTXH DVDUHDOLW\ LVJURXQGHG LQ WKHQRWLRQ WKDW LWV VHOIVDPH IRUP RI H[SUHVVLRQ WHFKQRORJ\
GRHVQRWPHUHO\ EHJLQ DSURFHVVRIUHSURGXFWLRQ DQGH[FKDQJH EXWWKDW UHSHWLWLRQ RI LWV VHOIVDPH
VWUXFWXUH ± DPRQRORJXH ± HIIHFWV DFORVXUH RIFRQVFLRXVQHVV LQ WKHSURFHVV
$FFRUGLQJ WR(OOXO 6RFLHW\WKHPXOWLSOLFDWLRQ RIPHDQV E\ZD\RI UHDVRQHG FDOFXODWLRQ
EHJLQV ZLWK WKH VKLIW IURP WKH WHFKQLFDO RSHUDWLRQ WRWKHWHFKQLFDO SKHQRPHQRQ 7KH LQWHUYHQWLRQ
RIUHDVRQ DQGFRQVFLRXVQHVV LQ KXPDQ DFWLYLW\ ODXQFKHV WKH ILUVW RI DFKDLQ RI SDUDGR[LFDO
RXWFRPHV FKDUDFWHULVWLF RIWHFKQLTXH WKHPXOWLSOLFDWLRQ RIPHDQV DQGSUHIHUHQFH IRU KLJK OHYHOV
RIGLYHUVLW\ ZKLOH WKH³IL[HG HQG ´ RIWHFKQLTXH H[HUWV SUHVVXUH WRVHOHFW WKHRQHEHVWZD\ 
(OOXO 6\VWHPUHIHUV WRWKLV PRYHPHQW DVWKHSURFHVVRIIUDJPHQWDWLRQ DQGUHGXFWLRQ GHWHUPLQHG
E\WKH V\VWHP¶V GHPDQG IRU XQLYHUVDOLW\ EXWH[SODLQV XQLYHUVDOLW\¶V FRQQHFWLRQ ZLWK WKH
WHFKQLFDO SKHQRPHQRQ LQ WKHHDUOLHU WH[W
³7KXV WKHPXOWLSOLFLW\ RIPHDQV LVUHGXFHG WRRQH WKHPRVW HIILFLHQW    7KH
WZRIROG LQWHUYHQWLRQ RIUHDVRQ DQGFRQVFLRXVQHVV LQ WKHWHFKQLFDO ZRUOGZKLFK
SURGXFHV WKHWHFKQLFDO SKHQRPHQRQ FDQEHGHVFULEHG DVWKHTXHVW RIWKHRQHEHVW
PHDQV LQ HYHU\ ILHOG $QG WKLV RQHEHVWPHDQV LVLQ IDFW WKHWHFKQLFDO PHDQV ,W
LV WKHDJJUHJDWH RI WKHVHPHDQV WKDW SURGXFHVWHFKQLFDO FLYLOL]DWLRQ ´ 6RFLHW\ 
7HFKQRORJLFDO VRFLHW\ LV DKLVWRULFDOO\ GLVWLQFW IRUPDWLRQGLVWLQJXLVKHG E\LWV ³WRWDOLW\ RI
PHWKRGV ´ RU³DJJUHJDWH RIPHDQV ´ DOO UHSUHVHQWLQJ WKHRQHEHVWZD\ LQ HYHU\ LQVWDQFH 7KLV QHZ
IRUP RI³PHDQV ´ LVFKDUDFWHUL]HG E\DWHQGHQF\ WRZDUG DXWRQRPRXV OLQNDJH RUV\VWHPL]DWLRQ
JXLGHG E\DQLQWHUQDO RUGHURI DEVROXWH PDWHULDO HIILFLHQF\ RUWHFKQRORJLFDO QHFHVVLW\ 7KXV WKH
V\VWHP LV QRW GULYHQ E\KXPDQ FKRLFH RUKXPDQO\FHQWHUHG QHFHVVLW\ EXW E\WKHGHPDQGV RI

WHFKQLTXH LHZKDWPXVW KDSSHQ µQH[W¶ DFFRUGLQJ WRWHFKQLTXH¶V DQRQ\PRXV PDWKHPDWLFDO
ORJLF RIHIILFLHQF\ 
7KH ORJLF RIIRUZDUG SURJUHVVLRQ WKDW(OOXO SRVLWV DERYHLQYROYHV QRDXWKHQWLFDOO\KXPDQ
IRUP RIV\PEROL]DWLRQ WDNLQJ SODFH LQWKHHQFRXQWHU EHWZHHQ DFRQFUHWH VXEMHFW LQ LWV GLVWDQFH
IURP DQREMHFWDVLW LVH[SHULHQFHG LQ WKH VXEMHFW¶V IXOO UHFRJQLWLRQ RIWKLV SHUFHLYHG
GLIIHUHQFH EHWZHHQ VHOIDVVXEMHFW DQGREMHFWDVRWKHU DQGWKH VXEMHFW¶V DWWHPSW WRQHJRWLDWH
WKLV GLVWDQFH DQGGLIIHUHQFH WKURXJK DVSHHFK DFWWKDWPHGLDWHV GLVWDQFH GLIIHUHQFH EHWZHHQ VHOI
DQGZRUOG 7KH IRUZDUG SURJUHVVLRQ RIPHDQV UHOLHV XSRQ WKHUHGXFWLRQ RIERWKVXEMHFW DQG
REMHFWWRDQDQRQ\PRXV IRUFHZLWKLQ WKH V\VWHP DIRUP RIDUWLILFLDO FRQVFLRXVQHVV WKDWZKHQ
H[SUHVVHG WKURXJK WKHODQJXDJH WKDWPLUURUV WKLV FRQVFLRXVQHVV UHFRJQL]HV QRGLVWDQFH DQG
GLIIHUHQFH EHWZHHQ VXEMHFW DQGREMHFWEHFDXVHERWKKDYHEHHQHOLPLQDWHG LQ WKH UHGXFWLRQ WR
³PHDQV ´ )RUWKHVH UHDVRQV(OOXO DGYDQFHV WKHSRVLWLRQ WKDW WHFKQLTXH UHFRJQL]HV QRKXPDQ
HWKLF EXW UDWKHU SURGXFHV DQGSXUVXHV RQO\ LWV RZQ LQGHSHQGHQW PRUDOLW\ WKDWZKLFK FDQEH
GRQHPXVWEH GRQH 7KH³JRRG ´ LVGHILQHG E\ZKDW LVPRVW ORJLFDO DQGHIILFLHQW LQ DQ\ FDVH± RU
WKH DFWLRQ RIWHFKQLTXH VHUYLQJ LWVHOI 1RKXPDQ HQGLVSXUVXHG LQ WKLV SURFHVVEHFDXVH
WHFKQLTXH DOZD\V DQGRQO\ VHHNVPRUHRILWVHOI WKHQHZ WKHQH[W WKHPRUH
:LWKLQ WKH IUDPHZRUN RI(OOXO¶V DERYHGHVFULEHG WKHRU\ RIWHFKQRORJLFDO VRFLHW\
WHFKQLFDO FLYLOL]DWLRQ LVFKDUDFWHUL]HG DVRQHLQ ZKLFK HYHU\RQH LV SUHRFFXSLHG ZLWK WKHVHDUFK
IRUPHDQV DQGWKHUHGXFWLRQ WRWKHRQHEHVWPHDQV E\UHDVRQWKDW KXPDQ EHLQJ LWVHOI KDVEHHQ
VHL]HG E\WHFKQLFDO IRUP DQGWKXV UHGXFHGWRDPHDQV RIDUWLILFLDO H[LVWHQFH (OOXO DVGLVFXVVHG
HDUOLHU LQ WKLV FKDSWHU KDVPDLQWDLQHG WKDW WKH FRQWHPSRUDU\ SUREOHP RIWKH HQGDQGWKHPHDQV LV
WKDW WKH DOWHUDWLRQ RIIRUP WUDQVODWHV LQWR DQDOWHUDWLRQ RI H[SUHVVLRQ ZKLFK HIIHFWV UHLQIRUFHPHQW
RIDQDWWLWXGH)RU(OOXO WKLV QHZH[SUHVVLRQ LV WHFKQRORJ\ LH WHFKQHSOXV ORJRVQRW WHFKQH

DQG ORJRV$JDLQ WKHLPSRUWDQW PRYH LV WKDW ERWKH[SUHVVLRQ DQGWKH DWWLWXGH WKDW GLVWLQJXLVKHV
WKLV H[SUHVVLRQ KDYHEHHQDOWHUHG EHFDXVHWKHQRUPDWLYH H[SUHVVLRQ RI IRUP KDVEHHQXQLYHUVDOO\
DOWHUHG WRHPSKDVL]H LQWHQWLRQ RYHU H[LVWHQFH 7KLV QRWLRQ FRQVWLWXWHV WKHEDVLV RI(OOXO¶V
RYHUDUFKLQJ VRFLRORJLFDO FODLP WKDW WKHSUREOHP RI WHFKQLTXH WKH DUWLILFLDO UHDOLW\ LV DSUREOHP
RIODQJXDJH JURXQGHG LQ UHSURGXFWLRQ RIWKH WHFKQLFDO SKHQRPHQRQ DVDIRUP RIFRQVFLRXVQHVV
FRQVWLWXWHG E\DQRUGHULQJ WKDW SULYLOHJHV WKHYLVXDO DQGSHUIRUPDWLYH DVDQH[SUHVVLRQ RI WKDW
UHDOLW\ )RU(OOXO WKHSUREOHP RI WHFKQLFDO ODQJXDJH WHFKQRORJ\ LV QRWDSUREOHP RI FRQWHQW
EXWDSUREOHP RIIRUP EHFDXVH WHFKQLTXH DVDQHZKLVWRULFDO UHDOLW\ KDVEHFRPH
FRQVFLRXVQHVV¶V IRUP
7KHSKLORVRSKLFDO DQGFRJQLWLYH SUREOHPV LPSOLHG E\WKLV ODVW SRLQW SURYLGH HQWU\ IRU D
GLVFXVVLRQ RQWKHFRQQHFWLRQ EHWZHHQ WHFKQLFDO IRUP DQGDXWRQRPRXV DFWLRQ LQ (OOXO DQRWLRQ
WKDW LV FULWLFDO IRU XQGHUVWDQGLQJ (OOXO¶V FHQWUDO 6\VWHPFRQWHQWLRQ WKDW KXPDQ EHLQJ LWVHOI LV
DOWHUHG XQGHU WKHSUHVVXUHRIWKH ILUVWRULHQWLQJ IRUP (OOXO¶V FRQFHUQ IRU KXPDQLW\ LQ WKH
WHFKQRORJLFDO PLOLHX LV JURXQGHG LQ KLV WKHRORJLFDOO\ LQIRUPHG EHOLHI WKDW KXPDQ FKRLFH LVQR
ORQJHU SRVVLEOH WKDW KXPDQ EHLQJ PXVW VXEPLW WRWKHGHPDQGV RIWHFKQLFDO QHFHVVLW\ LQ RUGHUWR
SDUWLFLSDWH LQ WHFKQRORJLFDO VRFLHW\ 7KHUHIRUH ZKHQZHVSHDNRI ³WHFKQRORJ\ SURJUHVVLQJ ´ ZH
DUHVSHDNLQJ RI WKHSURSDJDWLRQ RIDQDUWLILFLDO UHDOLW\ WKDW UHSURGXFHV DFFRUGLQJ WRLWV RZQ ORJLF
RIQHFHVVLW\ 6\VWHP 7KLV DUWLILFLDO RUGHULHDV\VWHPDWLFIRUPLV JXDUDQWHHG E\GHQ\LQJ
WKH H[LVWHQFH RIWKH LUUDWLRQDO DVRQO\ WKH UDWLRQDO IRUP LV SHUPLWWHG HQWU\ LQWR WHFKQRORJLFDO
UHDOLW\ :KLOH QRKXPDQ HQGLV VHUYHG LQ WKLV SURFHVVKXPDQ FRRSHUDWLRQ LVQHYHUWKHOHVV
QHFHVVDU\ IRU VHOIDXJPHQWDWLRQ RI WKLV SXUHO\ WHFKQLFDO IRUP RIUHDOLW\ ,QRUGHUWRVHFXUHWKLV
 'DYLG/RYHNLQ 7HFKQLTXH'LVFRXUVHDQG&RQVFLRXVQHVVDGYDQFHVWKHQRWLRQWKDWWHFKQLTXHKDVEHFRPH
³FRQVFLRXVQHVV¶VIRUP´ E\UHIHUHQFHWRKLVWUDQVODWLRQRIDSDVVDJHIURP(OOXO¶V /¶(PSLUHGXQRQVHQV
WKDWUHOLHV LQSDUWXSRQDQDVVHUWLRQWKDWLQYRNHVZKDWLVUHIHUUHG WRLQWKLVSURMHFWDVWKH)%6 LH WKDW³WHFKQLTXH
LQVWLWXWHVDUHODWLRQQRQPHGLDWHGQRQGLVWDQFHGZLWKPDQ´ 

FRRSHUDWLRQ WHFKQLTXH PXVW VHFXUHKXPDQ EHLQJ LWVHOI LH KXPDQ EHLQJ PXVW EHFRPH UHGXFHG
WRDPHDQVZLWKLQ WKH V\VWHP XQGHU WKHSUHVVXUH RIWHFKQLTXH¶V IRUPZKLFK REOLJHV EHLQJ WR
FRQIRUPZLWK WKHRUGHURIH[SUHVVLRQ GHPDQGHG E\WKLV IRUP 7KLV QRWLRQ UHTXLUHV DUHWXUQ WR
(OOXO¶V 6\VWHPFRQWHQWLRQ WKDW KXPDQ HQGVDUHORVW LQ WKH UHGXFWLRQ RI WKHDXWKHQWLFDOO\KXPDQ
³EHLQJ ´ RIWKH VXEMHFW WRD³PHDQV ´ ZLWKLQ WKHV\VWHP DORQJ ZLWK KLV H[SOLFDWLRQ RI KRZWKLV
UHGXFWLRQ WDNHVSODFH IURP WKH VWDQGSRLQW RI DPLFURVWUXFWXUDO DQDO\VLV RIWKHPDFURVWUXFWXUH RI
KXPDQ LQWHUDFWLRQ
7KHEURDGVRFLRORJLFDO FULWLTXH ZKLFK (OOXO DGYDQFHV LV JURXQGHG LQ WKH DVVXPSWLRQ WKDW
WKURXJK WKHUHGXFWLRQ RIKXPDQ EHLQJ WRPHDQV PDQ LV UHOHJDWHG WRVODYHU\ LQ DQDUWLILFLDO ZRUOG
RISXUH DEVWUDFWLRQ 7KLV KLVWRULFDOO\ QHZ³IRUP ´ RIKXPDQ EHLQJ LV QRORQJHU PDVWHU RI WKHUHDO
DQGFRQFUHWHZRUOG EHFDXVHDVERWKDXQLYHUVH DQG DODQJXDJH WHFKQLTXH WHFKQRORJ\
FRQVWLWXWHV ERWKZRUOG DQGPHGLDWRU RI WKDWZRUOG 7KH VXEMHFW DQGWKHREMHFWLQ WKH VHOI
VDPHQHVV RI WHFKQLFDO ODQJXDJH DUHHOLPLQDWHG EHFDXVHGLIIHUHQFH DQGGLVWDQFH KDVEHHQHIIDFHG
LQ FRQVFLRXVQHVV E\WKHXELTXLWRXV DWWHQWLRQ WRWHFKQLFDO IRUP :KDWLV LPSRUWDQW IRU WKH
SXUSRVHVRIWKLV SURMHFW LV WKDW WKHUHGXFWLRQ RUWUDQVIRUPDWLRQ RI KXPDQ EHLQJ WRDPHDQV LV
GHVLJQHG WR SURGXFH FRQIRUPLW\ WKURXJK WKH IRUPDWLRQRIDWWLWXGH,QRWKHUZRUGVWHFKQLTXH
WDNHVRQDUKHWRULFDO FKDUDFWHU ZKHQ WKHDOWHUDWLRQ RIH[SUHVVLRQ LV HQVXUHG KDELWXDO UHSURGXFWLRQ
E\ZD\RIIRUP¶V WUDQVIRUPDWLRQ RIDWWLWXGH LH WKH IRUPDWLRQRILQWHQWLRQ WKURXJK XQFRQVFLRXV
SURFHVVHVRI OLQJXLVWLF UHLQIRUFHPHQW 7KLV UHODWLRQVKLS EHWZHHQ IRUP DQGDWWLWXGH LVDFULWLFDO
SRLQW WKDW LV HPSKDVL]HG ILUVW DVDWKHRORJLFDO WUHDWLVH LQ 7KH3UHVHQFHRIWKH.LQJGRP LV
UHVWDWHG LQ VRFLRORJLFDO WHUPV LQ 7KH7HFKQRORJLFDO6RFLHW\DQGHYHQWXDOO\
HPHUJHV DVWKHJXLGLQJ IUDPHZRUN IRU(OOXO¶V WKHRU\ RIWHFKQLTXH DVDVRFLDO FRQVWUXFWLRQ LQ
3URSDJDQGD DQG7KH7HFKQRORJLFDO%OXII &RQVLGHUDWLRQ RIWKHVHSRLQWV RI

LQWHUVHFWLRQ SRLQW EDFNWR(OOXO¶V SUREOHP RI DILUVWRULHQWLQJ IRUP ZKLFK ZHVKDOO QRZEHJLQ WR
H[SOLFDWH LQ GHSWK
)RU(OOXO WKHSUREOHP RI ILUVWRULHQWLQJ IRUP LVWKDW LW LV UHVSRQVLEOH IRUWKH FUHDWLRQ RIDQ
HQGOHVV SURJUHVVLRQ RIPHDQV DEVHQW RIDQHQG 7KLV VWDWHPHQW LPSOLHV WKDW WKH IRUP ZKLFK
KDVXQGHUJRQH DOWHUDWLRQ LQ 0RGHUQLW\ LV QRW µLWVHOI¶ HLWKHU LQ HVVHQFHRULQ DFWLRQ ± EHFDXVH LW
ODFNV WKHTXDOLW\ RIUHODWLRQ FKDUDFWHULVWLF RI$ULVWRWHOLDQ FDXVH 7KHUH LV QRORQJHU DFDXVDO FKDLQ
RUWUDGLWLRQDO FDXVDO SURJUHVVLRQ WREHVSRNHQRIEHFDXVH DVDIRUP RI SXUHPHDQV DOO HQGVKDYH
EHHQHIIDFHG (OOXO UHFRJQL]HV WKLV QHZ UHODWLRQ EHWZHHQPHDQV DQGDFWLRQ LQ 3UHVHQFHZKHQ KH
VWDWHV ³>W@KH SUREOHP RI WKHHQGDQGWKHPHDQV LVDPDWWHU RI ³DFWLRQ IRU DFWLRQ¶V VDNH ´ 7KLV
QRWLRQ RI³DFWLRQ IRU DFWLRQ¶V VDNH ´FOHDUO\ SRLQWV WRDUKHWRULFDO VWUXFWXUH ZKHUHLQ WKHVLWXDWLQJ
QRWLRQV RIE\DERXW DQGIRU WKDW OLQN WKHVXEMHFW DTXHVWLRQ EHWZHHQ DQGDQREMHFWWRJHWKHU LQ
UHODWLRQ IRUWKHSXUSRVHRIFRPPXQLFDWLQJ FRQWH[W KDVEHHQVRPHKRZ UHYLVHG WRSULYLOHJH WKH
SUHGLFDWLYH LH WRSULYLOHJH WKH IRUPWKDW JLYHV ULVH WRWKH FRQVFLRXVQHVV RI VRPHWKLQJ EHLQJ
LQ WKHZRUOG 8QGHU WKHSUHVVXUHRI WKLV ILUVWRULHQWLQJ IRUP QHLWKHU WKH VXEMHFW QRUWKHREMHFWDUH
SHUPLWWHG WRH[LVW DVDUHODWLRQ EHWZHHQ RSSRVLWHV $OO PXVW WDNHRQWKH LPDJH RIWHFKQLTXH¶V
IRUP ZKLFK SULYLOHJHV DFWLRQ QRW MXVW LQ WHUPVRIDQ\ SHUIRUPDQFHEXWD³FRUUHFW SHUIRUPDQFH ´
LQ FRQIRUPLW\ ZLWK WHFKQLTXH¶V SXUHO\ UDWLRQDO RUGHU
6RPHTXHVWLRQV WKDW DULVH LQ FRQQHFWLRQ ZLWK WKHSURSRVLWLRQV VWDWHGDERYH DUHDVIROORZV 
:KDW UROH GRHVWKHILUVWRULHQWLQJ IRUP SOD\ LQ (OOXO¶V 6RFLHW\QRWLRQ DPXWDWLRQ RIKXPDQ




DFWLRQZKDWHYHUPLJKW EHWKHWKRXJKWWKDWLVWKHJUHDWPRUDO SKHQRPHQRQRIRXUWLPHV³³3ROLWLFDO 5HDOLVP´
(OOXO -DFTXHVDQG0DUYD'DZQ³3ROLWLFDO 5HDOLVP´ 6RXUFHVDQG7UDMHFWRULHV(LJKW(DUO\$UWLFOHV7KDW6HW
WKH6WDJH(HUGPDQV*UDQG5DSLGV0, SS±




UHDVRQLQJ RFFXUULQJ LQ WKH OHDSIURP WHFKQLFDO RSHUDWLRQ WRWHFKQLFDO SKHQRPHQRQ" +RZ
GRHVWHFKQLFDO IRUP DFTXLUH LWV ILUVWRULHQWLQJ TXDOLW\" :KDW GRHVWKLV QRWLRQ RIDILUVWRULHQWLQJ
IRUP KDYH WRGRZLWK (OOXO¶V FRQWHPSRUDU\ SUREOHP RI WKHPHDQV DQGWKH HQG"7RH[SORUH WKHVH
TXHVWLRQV LQ WKHFRQWH[W RI(OOXO¶V WKHRORJLFDO GLVWLQFWLRQ EHWZHHQ DFRQFUHWH RUGHUWKDW SUHVHUYHV
WKH VSDFHRILQGLYLGXDO KXPDQ IUHHGRP DQGHWKLFV WKURXJK DXWKHQWLF IRUPV RIV\PEROL]DWLRQ YV
DQDEVWUDFW V\VWHP WKDW GHQLHV KXPDQ IUHHGRP WKURXJK WKH LPSRVLWLRQ RIDQDUWLILFLDO PRUDO RUGHU
WKDW UHSURGXFHVRQO\ DQLPDJH RILWVHOI ZHPXVW WXUQ WRWKHSRUWLRQ RI(OOXO¶V 6\VWHPDQDO\VLV
WKDW LV GHYRWHGWRWKHH[SOLFDWLRQ RI WHFKQLTXH¶V REOLJDWRU\ QDWXUH WRIRUP DV\VWHP 
7KH³0XWDWLRQ´RI+XPDQ 5HDVRQLQJ
6LQFH WHFKQLTXH LVDQ DUWLILFLDO UHDOLW\ FRQVWLWXWLYH RI DQGFRQVWLWXWHG E\DGLVFRXUVH DERXW
WKDW UHDOLW\ LW LVPDQPDGH 7KHSDUDGR[LV WKDW LQ LWV IXOO UHDOL]DWLRQ DVDQHZ IRUP RI
FRQVFLRXVQHVV WKHUHYHUVH LV DOVR WUXH ± WHFKQLTXH QRZPDNHVPDQ 7HFKQLTXH¶V DELOLW\ WR
WUDQVIRUP KXPDQ EHLQJ OHDGV(OOXO 6RFLHW\WRPDNHWKH FODLP WKDW WKHWHFKQRORJLFDO
SKHQRPHQRQ GHSHQGVXSRQ D³PXWDWLRQ ´ RI KXPDQ UHDVRQLQJ DQGODWHU LQ 6\VWHPWR
H[SOLFDWH WKHWKHRU\ WKDW VXFK DPXWDWLRQ RIUHDVRQLQJ LV DIIHFWHG E\DQ DOWHUDWLRQ RIWKHYHU\
HVVHQFHRIEHLQJ XQGHU WKHSUHVVXUHRIWHFKQRORJLFDO IRUP ,Q6RFLHW\(OOXO ILUVW XVHV WKH
WHUP³PXWDWLRQ ´ WRGHVFULEH WKH DOWHUDWLRQ KXPDQ EHLQJ PXVW XQGHUJR LQRUGHUWREHFRPHDQ
REMHFWRIWHFKQLTXH (OOXO YLHZV WKHUHGXFWLRQ RIKXPDQ EHLQJ DQGLWV FRQGLWLRQ WR
H[FOXVLYHO\ PDWKHPDWLFDO WHUPV DORQJ ZLWK WKHH[FOXVLRQ RIDQ\ LUUDWLRQDOLW\ WKDW FDQQRW
FRQIRUP ZLWK IDFW DVDPXWDWLRQ LQ WKHPLQG¶V ZD\RI SURFHVVLQJ DQGPDNLQJ VHQVHRI
H[SHULHQFH LH UHDVRQ (OOXO 6\VWHPODWHU DVVRFLDWHV WKLV PXWDWLRQ RIKXPDQ UHDVRQLQJ
ZLWK IRXU SRLQWV WKH FRQIOLFW EHWZHHQ LPDJH DQGZRUGWKH FUHDWLRQ RI DQGELDV WRZDUGXVH
RIDQLPDJHEDVHG ODQJXDJH WKH LQWURGXFWLRQ RI WKHFRPSXWHU DQGIURP LW WKHHPHUJHQFH RID

VWULFWO\ PDWKHPDWLFDO ULJRURXVO\ REMHFWLYH LPDJHEDVHG UHDOLW\ DQGWKHGHVWUXFWLRQ RIKXPDQ
GLDOHFWLFDO UHDVRQLQJ YLD WKHORJLF RIHIILFLHQF\ UHSURGXFHG LQ DQGE\WKH ODQJXDJH RI WKLV LPDJH
EDVHGUHDOLW\ 
$VDFRQVHTXHQFH RI(OOXO¶V ³PXWDWLRQ ´ FRQWH[W LV UHSODFHGE\UDWLR 6\VWHP 
,UUDWLRQDO DXWKHQWLFDOO\ KXPDQ IRUPV RIV\PEROLVP ZKLFK SUHVHUYH FRQWH[W E\ZD\RIWKH
UHODWLRQ EHWZHHQ VXEMHFW DQGREMHFWDUHGHQLHG H[SUHVVLRQ E\DQDUWLILFLDO V\PERO V\VWHP WKDW
H[SUHVVHV DYHU\ VSHFLILF ORJLF RIUDWLRQDOLW\ DQGHIILFLHQF\ WKDW RI WKHELQDU\ WKH\HVRU WKHQR
:KDW LVµWUXH¶ QRORQJHU UHSUHVHQWV WKHZKROH LH WKH\HV DQG WKHQRLQ LWV IOXLG XQLW\ RYHU WLPH
EXWUDWKHU WKHULJRURXVO\ REMHFWLYH \HVRUQR DVIL[HG LQ WLPH 7RDFKLHYH WKLV WUDQVIRUPDWLRQ WKH
FRQFHSWLRQ RI WLPH LQ LWV IOXLGLW\ PXVW EHWUDQVIRUPHG LQWR DVHULHV RIVWDWLF LPDJHV :KDW LV RI
WLPH PXVW EHFRPHVWDWLFDOO\ DQGVWDWLVWLFDOO\ UHJLVWHUHG LQ WLPH LH LWPXVW EHFRPHKLVWRULFDO
:KDW LVWUXHEHFRPHV WKDWZKLFK FDQEHGHPRQVWUDWHG E\UHFDOOLQJ DPRPHQW RIIL[LW\ DQG
UHSHDWLQJ LW:KDW FDQEHGHPRQVWUDWHG EHFRPHV NQRZQ DVDIDFW
,Q(OOXO¶V WHFKQRORJLFDO PLOLHX NQRZLQJ EHFRPHV FRQIODWHG ZLWK WKH DFWRIUHSHDWLQJ WKLV
F\FOH RIUHFDOO DQGGHPRQVWUDWLRQ ± WKH UHSURGXFWLRQ DQGFLUFXODWLRQ RI IDFWV,WLVLPSRUWDQW WR
GUDZDWWHQWLRQ KHUH WR(OOXO¶V PXWDWLRQ RIKXPDQ UHDVRQLQJ LQ WHUPV RIWKH UHGXFWLRQ WKDW LV
WDNLQJ SODFH GLDOHFWLF UHIOHFWLRQ KDVEHHQFRPSOHWHO\ HOLPLQDWHG DVWKH VWDJHEHWZHHQ UHFHSWLYH
LPSXOVH DQGDFWLRQ 7KH FKRLFH LVDOZD\V ORFDWHGRXWVLGH WKHSDUWLFXODU LQ DGYDQFH WKH IDFW GRHV
QRWGHVFULEH DQ\ UHDO SHUVRQ¶V H[SHULHQFH RI OLIH LQ WKHFRQWH[W RI DSDUWLFXODU WLPH SODFH DQG
VSDFHEXWPHUHO\ DIILUPV RUGHQLHV ZKDW VRPHWKLQJ LVRULVQRW :KDWPDWWHUV KHUHLV WKDW WUXWK
EHFRPHV DVVRFLDWHG ZLWK WKH LPDJH WKDWZKLFK FDQEHFDOOHG XSDQGFLUFXODWHG DWZLOO 
'LVVRFLDWHG IURP DOO FRQWH[W E\LWV UHGXFWLRQ WRUDWLR WKH ODQJXDJH RILPDJH PD\ EHSXWWRDQ\
XVH ± LWV YDOXH LV WKXV DSXUHXVHYDOXH H[SUHVVHG WKURXJK DVLQJOH SXUSRVH HIILFLHQF\ ,Q LWV

VHSDUDWLRQ IURP DFRQFUHWH VLJQLILHU DQGVLJQLILHG WKH³LPDJH´ RIWHFKQLTXH LVPHDQLQJOHVV LQ
LWVHOI EXWFDQEHFDOOHG LQWR WKHVHUYLFH RIDQ\PHDQLQJ GHWHUPLQHG LQ DGYDQFHRI DXWKHQWLF
KXPDQ SKHQRPHQRORJLFDO H[SHULHQFH DVLW XQIROGV DVDUHODWLRQ EHWZHHQ VXEMHFW DQGREMHFWLQ
FRQFUHWH UHDOLW\ 7KH ODQJXDJH RIWKLV LPDJH LV WKHUHIRUH QRWDQDXWKHQWLFDOO\ KXPDQ IRUP RI
V\PEROL]DWLRQ EXWDQDUWLILFLDO V\PERO V\VWHP FKDUDFWHUL]HG E\DPHFKDQLFDO QDWXUH WKDW
UHVHPEOHV WKH ODQJXDJH RIPDWKHPDWLFV 7KHV\VWHPDWLF UHGXFWLRQ DQGUHSURGXFWLRQ RI WKLV
LPDJHEDVHG FRQVFLRXVQHVV DVDSULPDU\ IRUP RIKXPDQ V\PEROL]DWLRQ FRQVWLWXWHV WKHSURFHVVWR
ZKLFK /RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV UHIHUVZKHQ KHVD\V WKDW ³DOO
EHFRPHVGLVFRXUVH ´ LQ DWHFKQRORJLFDO VRFLHW\ 
$VWKH³PXWDWLRQ ´ LQ UHDVRQLQJ H[SDQGV GLVFXUVLYHO\ LW EHFRPHV UHLILHG DQGJLYHV ULVH WR
D PDVV FRQVFLRXVQHVV FUHDWLQJ DQGUHLQIRUFLQJ SDWWHUQVRI GLVFRXUVH WKDW EHFRPH WDNHQ IRU
JUDQWHG 2QFHWKHVHSDWWHUQVRI UHLILFDWLRQ DFKLHYH DSRLQW RIPDVV DJUHHPHQW WKH\ ORVH WKHLU
FRQVFLRXV IRUHJURXQG DVVRFLDWLRQ DQGGLVVROYH LQWR WKHXQFRQVFLRXV ,QRWKHUZRUGVWKH\ GHSDUW
IURP DFRQVFLRXV IRUHJURXQG FRQVWUXFW WREHFRPHDQXQFRQVFLRXV EDFNJURXQG H[SUHVVLRQ RIWKDW
FRQVWUXFW LHUHIOHFWLYH RIWKH IRUP RIWKDW ODQJXDJH )RUP DVWKH UHQHZDO RI DVKDUHGRULJLQ
RYHUWLPH JLYHV DSDUWLFXODU VW\OH DQGGLUHFWLRQ WRV\PEROLVP ± LW GHFLGHVKRZ VRPHWKLQJ LV
H[SUHVVHGE\DVVLJQLQJ DPDQQHU RUDQDSSURDFK WRWKDW H[SUHVVLRQ $QRWKHU ZD\ WRVHHWKLV LV WR
VD\WKDW IRUP DVDVWUXFWXUDO FRPSRQHQW RIWKHYHUQDFXODU SURGXFHVDQDWWLWXGH WRZDUG DFWLRQ E\
RUJDQL]LQJ WKHPHVVDJH LQ DFFRUGDQFHZLWK DVSHFLILF GLUHFWLRQ WKDW WKHUHFHLYHU LV HQFRXUDJHG WR
IROORZ DQGUHSURGXFH (OOXO¶V FRQFHUQZLWK WKHFRQVHTXHQFHV RI DWWLWXGH IRUPDWLRQ LQ WKH
WHFKQLFDO PLOLHX DUHSUHVHQW WKURXJKRXW KLV VRFLRORJLFDO FRUSXV+RZHYHU WKHTXHVWLRQ RI
DWWLWXGH DVVXPHV DSRVLWLRQ RIFHQWUDO FRQFHUQ LQ(OOXO¶V FULWLTXH RIPRGHUQ VHFXODU HWKLFV DQG
WKHLU DVVRFLDWLRQ ZLWK H[SDQVLRQ RIDV\VWHP YVREHGLHQFH WRDQRUGHULQ 3UHVHQFH7KLV QRWLRQ
 /RYHNLQ'DYLG7HFKQLTXH'LVFRXUVHDQG&RQVFLRXVQHVVS

OHDGVXVWRFRQVLGHU WKHIROORZLQJ TXHVWLRQ KRZGRHVWKLV IRUPDWLRQ RI DWWLWXGH XQIROG DVDQ
H[SUHVVLRQ RI(OOXO¶V ³WHFKQRORJLFDO SKHQRPHQRQ"´
7RDGGUHVVWKLV TXHVWLRQ ZHPXVW EHJLQ ZLWK WZRIRXQGDWLRQDO SURSRVLWLRQV LQ (OOXO¶V
WKHRU\ RIWHFKQLTXH EHJLQQLQJ ZLWK (OOXO¶V FKDUDFWHUL]DWLRQ RIWKH WHFKQLFDO SKHQRPHQRQ DV
FRQVWLWXWLYH RIDGLVFRXUVH DFFRPSDQLHG E\DPHWKRG 6HFRQGZHPXVW ORRN DW(OOXO¶V
GHVFULSWLRQ RIWKHSRLQW DWZKLFK WKHWHFKQRORJLFDO V\VWHP FRPHV LQWR H[LVWHQFH DVDPDFUR
VWUXFWXUDO VXSSRUW IRU WHFKQLTXH WKH UHDOLW\ GXH WRWKHPDVVJHRPHWULF UHSURGXFWLRQ RI LWV
ODQJXDJH RIUDWLRQDOLW\ FRQVWLWXWLYH RIDGLVFRXUVH MRLQHG ZLWK DPHWKRG :LWK UHVSHFWWRWKH
IRUPHU /RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVVKDV WDNHQWKHSRVLWLRQ WKDW(OOXO¶V
WKHRU\ RIWHFKQLTXH LV ³LQ SULQFLSOH GLVFXUVLYH ´ 7KH WZRWHUPV RIWKLV GLVFXUVLYH DFWDV
/RYHNLQ LGHQWLILHV LHWKH ³LQWHUYHQWLRQ RI DQLQWHQWLRQDO UHIOHFWLRQ ´ DQG³WKH LQWHUYHQWLRQ RI
PHDQV IURP RQHWHUP WRWKHRWKHU ´ DSSHDULQ:LONLQVRQ¶V (QJOLVK WUDQVODWLRQ RI7KH
7HFKQRORJLFDO 6RFLHW\ EXWDUHRPLWWHG IURP0HUWRQ¶V WUDQVODWLRQ
³7KHUH DUHWZRHVVHQWLDO FKDUDFWHULVWLFV RIWRGD\¶V WHFKQLFDO SKHQRPHQRQ 7KH
ILUVW RIWKHVHREYLRXV FKDUDFWHULVWLFV LV UDWLRQDOLW\ ,QWHFKQLTXH ZKDWHYHU LWV
DVSHFWRUWKHGRPDLQ WRZKLFK LW LV DSSOLHG DUDWLRQDO SURFHVVLV SUHVHQWZKLFK
WHQGV WREULQJV PHFKDQLFV WREHDURQDOO WKDW LV VSRQWDQHRXV RULUUDWLRQDO 7KLV
UDWLRQDOLW\ EHVWH[HPSOLILHG LQ V\VWHPL]DWLRQ GLYLVLRQ RIODERU FUHDWLRQ RI
VWDQGDUGV SURGXFWLRQ QRUPV DQGWKH OLNH LQYROYHV WZRGLVWLQFW SKDVHV ILUVW WKH
XVHRI ³GLVFRXUVH ´ LQ HYHU\RSHUDWLRQ >XQGHU WKHWZRDVSHFWVWKH WHUPFDQWDNHRQ
WKHRQHKDQG WKHLQWHUYHQWLRQ RIDQLQWHQWLRQDO UHIOHFWLRQ DQGRQWKHRWKHU KDQG
WKH LQWHUYHQWLRQ RIPHDQV IURP RQHWHUP WRWKHRWKHU@ 7KLV H[FOXGHV VSRQWDQHLW\
DQGSHUVRQDO FUHDWLYLW\ 6HFRQGWKHUH LV DUHGXFWLRQ RIPHWKRG WRLWV ORJLFDO

GLPHQVLRQ DORQH (YHU\ LQWHUYHQWLRQ RIWHFKQLTXH LVLQ HIIHFW DUHGXFWLRQ RI
IDFWV IRUFHV SKHQRPHQD PHDQV DQGLQVWUXPHQWV WRWKH VFKHPD RIORJLF ´ (OOXO LQ
/RYHNLQ 7HFKQLTXH'LVFRXUVH&RQVFLRXVQHVV 
,QWKHSDVVDJH DERYH(OOXO GHVFULEHV KRZDPHWDSK\VLFDO DEVWUDFWLRQ LV LWVHOI GLVFXUVLYH ³XQGHU
WKH WZRDVSHFWVWKHWHUP FDQWDNH ´ EXWZKHQ MRLQHG ZLWK PHWKRG EHFRPHV DGLVFXUVLYH DFW
ZKLFK LQ WXUQ LV UHIOHFWHG E\WKH ODQJXDJH WKDW UHIHUV WRWKLV DFW7KH LQWHUYHQWLRQ RIPHDQV IURP
RQHWHUP WRWKHRWKHU LQYROYHV DQDEVWUDFWLRQ SRVVHVVLQJ DQ DQRQ\PLW\ WKDW UHQGHUV LW XQLYHUVDO
WKLV IRUP RI LQWHUYHQWLRQ ± RULQWHUYHQWLRQ RIIRUP ± FDQ EHDSSOLHG DQ\ZKHUH EHFDXVH LWLV
JURXQGHG LQ DPHQWDO RSHUDWLRQ WKDW LV SXUHO\ YLVXDO ORJLFDO DQGPHFKDQLFDO DQG EHFDXVH
FRPPXQLFDWLRQ RIWKLV IRUP GRHVQRWGHSHQGXSRQ LWV DVVRFLDWLRQ ZLWK DFRQFUHWH VXEMHFW RI
RULJLQ ,Q WKHDEVHQFHRIWKH VXEMHFW  REMHFWLRQ UHODWLRQ WKLV IRUP LV FDSDEOHRIH[SUHVVLQJ RQO\
UDWLR UHQGHULQJ LW LQFDSDEOH RIFRPPXQLFDWLQJ FRQWH[W $VD³PHDQV ´ LW H[SUHVVHVRQO\ ZKDW
/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV UHIHUV WRDVWKHSKHQRPHQRORJLFDO
H[SHULHQFH RI ³VKHHU WKHUHQHVV ´ GLVDVVRFLDWHG IURP DQ\ZKHUHQHVV RIFRQFUHWH EDFNJURXQG 
7KHTXDOLW\ RI VKHHUWKHUHQHVV H[SUHVVHGE\WKHDQRQ\PRXVPHDQV OHDGV(OOXO 6RFLHW\WR
DVVHUWWKDW WHFKQLFDO ODQJXDJH FUHDWHVWKHSUREOHP RI WKHSRVVLELOLW\ RIDFWLRQ DORQH 7KLV
IRUP RIODQJXDJH GXHWRLWV DQRQ\PLW\ DVD³PHDQV ´ H[FOXGHV WKHSRVVLELOLW\ IRUPHDQLQJIXO
GLVFRXUVH EHFDXVHPHDQLQJ LV GHSHQGHQW XSRQ UHIOHFWLRQ FDXVHGE\WKHUHFRJQLWLRQ RIGLVWDQFH
DQGGLIIHUHQFH H[SHULHQFHG E\DVXEMHFW REMHFWUHODWLRQ LQ WLPH SODFH DQGVSDFHLH LQ FRQWH[W
7KLV VHSDUDWLRQ EHWZHHQ DFWLRQ DQGFRQWH[W H[SODLQV ZK\ IRU(OOXO 6RFLHW\³>W@KHUH LV QR
GLIIHUHQFH DWDOO EHWZHHQ WHFKQLTXH DQGLWV XVH ´ ³8VH ´ YDOXH LV WKH YDOXH ZKLFK PXVW EH
SODFHG DWWKH IRUHIURQW RIKXPDQ UHDVRQLQJ LQRUGHUIRU WKRXJKW WREHFRPH UHLILHG DVDQREMHFWLYH
FRQVWUXFW 7KHVHSXUHO\ UDWLRQDO DQGREMHFWLYH FRQVWUXFWV DORQH FUHDWHWKHSRVVLELOLW\ RI

DEVWUDFWLRQ LQDGGLWLRQWRDQGRXWVLGHRI DQ\QDWXUDOO\ JLYHQ RUGHUDQGWKURXJK WKHLU UDWLRQDO
PRYHPHQW DQGFDSDELOLW\ IRUJHRPHWULF OLQNDJH DOORZ WKHP WRGHSDUWIURP DGLDOHFWLF RUGHURI
UHODWLRQ DQGEHJLQ IRUPDWLRQ RIDSXUHO\ REMHFWLYH DQGQRQGLDOHFWLF V\VWHPWKDW H[LVWV DSDUWIURP
DQ\QDWXUDO RUGHU
,QOLJKW RIWKLV WKHRUHWLFDO GHSDUWXUH IURP DQ\RUGHURIWKH UHDO(OOXO 6\VWHPVXJJHVWV
WKDW WKH ILUVW VWHSWRXQGHUVWDQGLQJ WKH WHFKQRORJLFDO SKHQRPHQRQ LVWRUHJDUG LW LQ LWV XQLW\ DVD
ZKROH LH DVDV\VWHP 7KHUHIRUH LQ RUGHUWRDGGUHVVWKH VHFRQGIRXQGDWLRQDO SURSRVLWLRQ WKDW
DOORZV XVWRFRQVLGHU WKHUHODWLRQ EHWZHHQ WKHWHFKQRORJLFDO SKHQRPHQRQ DQGIRUPDWLRQ RI
DWWLWXGH LQ(OOXO¶V WHFKQRORJLFDO PLOLHX ZHPXVW FRQVLGHU (OOXO¶V GHVFULSWLRQ RIWKHSRLQW DW
ZKLFK WKH WHFKQRORJLFDO V\VWHP FRPHV LQWR H[LVWHQFH DVWKH V\VWHP RIKXPDQ UHODWLRQV 7KLV
SRLQW RIGHSDUWXUH IURP VRFLDO WRWHFKQRORJLFDO FRQVFLRXVQHVV LVGHVFULEHG LQ 6\VWHPDV
FRUUHVSRQGHQW WRWKH IROORZLQJ FRQYHUJHQFH RISKHQRPHQD
Ͳ ³2QFH HYHU\ WHFKQRORJLFDO REMHFWRUPHWKRG QRORQJHU KDGMXVW WKH IXQFWLRQ RI
GRLQJ WKH H[DFW WDVNLWZDVFUHDWHG IRUEXW DOVRDFWHGDVDWUDQVPLWWHU RI
LQIRUPDWLRQ ´ 
Ͳ ³2QFH HYHU\ WHFKQRORJLFDO REMHFWRUPHWKRG VWDUWHGQRWRQO\ WRIXQFWLRQ DV
VXFK EXW DOVR WRUHJLVWHU WKH LQIRUPDWLRQ WUDQVPLWWHG E\WKHZKROH
WHFKQRORJLFDO HQYLURQPHQW DVLGH IURP ZKDW FRPHVIURP WKHQDWXUDO
HQYLURQPHQW ´ 
Ͳ ³2QFH HYHU\RQH WRRNDOO WKDW LQIRUPDWLRQ LQWR DFFRXQW ´ 
7KH VHOIVDPHQHVV RIXQLYHUVH DQGPHGLDWRU GHVFULEHG DERYHH[SODLQV ZK\ (OOXO FKDUDFWHUL]HV WKH
V\VWHP DVD³GHPDQGHU ´ EHFDXVH LW EHFRPHV WKHQRUP IRU HYHU\RQH WRZRUNOLYH LQ WKHXQLYHUVH
LW ERWKFRQVWLWXWHV DQGPHGLDWHV ZKLFK FUHDWHV DFFLGHQWDO SURGXFWV VHUYLQJ QRUHDO KXPDQ HQG DV

DUHVXOW RIPXOWLSOLFDWLRQ DQGLQWHJUDWLRQ (OOXO 6\VWHP H[SODLQV WKDW DVDFRQVHTXHQFH RI
WKH FRQYHUJHQFH RI WKHWKUHH DERYHGHVFULEHG SKHQRPHQD LQ WKHLU WRWDOLW\ ³ZKDWZHKDYH LV
DQLQWHUWHFKQRORJLFDO UHODWLRQVKLS WKH HPHUJHQFH RIDQ HQVHPEOH RIPHGLDWLRQV DQGWKDW LVZKDW
FRQVWLWXWHV WHFKQRORJ\ LQWR DV\VWHP ´ 7KH IDFW WKDW WHFKQLTXH WKH DUWLILFLDO UHDOLW\ LV E\LWV
QDWXUH REOLJHG WRIRUP DV\VWHP UHTXLUHV XVIURP DFRPPXQLFDWLRQ SHUVSHFWLYH WRORRNPRUH
FORVHO\ DW(OOXO¶V DQDO\VLV RIWKH VWUXFWXUH RIWHFKQRORJ\ DVWKHGLVFRXUVH DERXWWKDW UHDOLW\ ,WLV
KHUHZLWKLQ WKH UHDOLW\ RIWKH VHOIVDPH UHODWLRQVKLS EHWZHHQ WHFKQLTXH WKH UHDOLW\ DQG
WHFKQRORJ\ WKHGLVFRXUVH DERXW WKDW UHDOLW\ DVWKH³GHWHUPLQLQJ IDFWRU ´ LQ WKH³WHFKQRORJLFDO
SKHQRPHQRQ ´ WKDW(OOXO 6\VWHP PRVW FOHDUO\ H[SOLFDWHV WKHFHQWUDO PLFURVWUXFWXUDO SUREOHP RI
WKHPDFURVWUXFWXUDO SKHQRPHQRQ LQ WHUPV RIDSUREOHP RI³IRUP´
7KH'HWHUPLQLQJ )DFWRUDQG WKH3UREOHP RI)RUP
(OOXO¶V GHVFULSWLRQ RIWKH WHFKQLFDO SKHQRPHQRQ DV FRQVWLWXWLYH RI DGLVFRXUVH MRLQHG ZLWK
DPHWKRG FRQYH\V DQLPSRUWDQW GHILQLQJ FKDUDFWHULVWLF RIWKHWKHRU\ RI WHFKQLTXH +RZHYHU QR
SUHYLRXV OLWHUDWXUH ZLWKLQ WKHILHOG KDVHQJDJHG LQ DQLQGHSWK GLVFXVVLRQ RIKRZ(OOXO GHVFULEHV
WKH IRXQGDWLRQ RIWKLV SKHQRPHQRQ 7KLV SRLQW GHVHUYHV DWWHQWLRQ EHFDXVH(OOXO KDV VDLGPRUH
DERXW WKHSKHQRPHQRQ¶V VWUXFWXUDO IRXQGDWLRQV DVDODQJXDJH LQGLVWLQFW IURP ZRUOG :HVKRXOG
QRWLJQRUH WKHVH IRXQGDWLRQV VLPSO\ EHFDXVH(OOXO GHQLHV VWUXFWXUDOLVW WKHRULHV RI FRPPXQLFDWLRQ 
$UHMHFWLRQ RQWKHVHJURXQGV LV LQVXIILFLHQW IRUWZRUHDVRQV ILUVW EHFDXVH(OOXO QRW RQO\ TXLWH
FRQVFLRXVO\ GUDZVDWWHQWLRQ WRWKH LPSRUWDQFH RIWKHVH IRXQGDWLRQV EXWDSSURDFKHV WKHP DVD
WKHRUHWLFDO FRRUGLQDWH ZLWK JUHDW FDUH+HDQQRXQFHV KH LVQRW WDNLQJ WKLV SRVLWLRQ OLJKWO\ DQG
SURFHHGVRQO\ DIWHU FRQVLGHULQJ WKDW KLV RQO\ RWKHURSWLRQ LV WROLPLW KLV GHVFULSWLRQ WRDUDQJH KH
ILQGV XQDFFHSWDEOH LQ0DU[ JHQHUDOL]DWLRQ 6\VWHP (OOXO DLPV WRGUDZDWWHQWLRQ WRDIDFWRU
KHUHFRJQL]HV DVGLVWLQFW WRDµQRWWKLVWKLQJ¶ WKDW UHTXLUHV GLVWDQFH WRFRQFHLYH EXWWKHQ WKURXJK

WKH VDPHPRYH SRLQWV WRZDUGGLVWDQFH DVFRQFHSWXDOO\ SUREOHPDWLF +HFOHDUO\ LQWHQGV WRDVVHUW
WKLV WKHRUHWLFDO SRVLWLRQ HYHQ WKRXJK LW LV QRWKLV LQWHQWLRQ WRSRVLWLRQ LW DVDSDUDGLJP IRU
RQJRLQJ DUJXPHQWV :LWK WKHVH WZRSRLQWV LQ PLQG (OOXO SURFHHGVWRHPSOR\ WKH VRFLRORJLFDO
PHWKRG KHLQKHULWV IURP0DU[ DQGPRYHV WRZDUGDQDQDO\VLV RIWKHSKHQRPHQRQ LQ LWV HYROXWLRQ
DVLW LV H[SHULHQFHG 
7REHFOHDU(OOXO 6\VWHPPDLQWDLQV WKDW KH LVQRW ORRNLQJ IRUDFDXVH EXWIRU D
GHWHUPLQLQJ IDFWRU ± DIDFWRU WKDW DSSHDUVHYHU\ZKHUH HYHQ DPRQJ XQUHODWHG WHUPV +H
EHOLHYHV WKDW WKLV IDFWRU LV WHFKQRORJ\ WHFKQHSOXVORJRVWKH IXVLRQ RIGRLQJ SOXV NQRZLQJ 
(OOXO 6\VWHPDQQRXQFHV WKDW KLV WKHRU\ RI WKHGHWHUPLQLQJ IDFWRU LV WKHSURGXFW RIKLV DWWHPSW DW
DVWUXFWXUDO DQDO\VLV RIWKHZKROH RIWKH WHFKQRORJLFDO SKHQRPHQRQ %HFDXVHKH
UHFRJQL]HV WKDW DSKHQRPHQRQ LV E\LWV QDWXUH G\QDPLF KHDOVRXQGHUVWDQGV WKDW WKHPHDQLQJ RI
WKHZKROH FDQQRW EHFDSWXUHG E\DQ\ DWWHPSW WRLVRODWH DQGDQDO\]H WKHVXP RI LWV SDUWV
7KHUHIRUH (OOXO GHFLGHVKHPXVW ORRN DWWKHSKHQRPHQRQ LQ LWV HYROXWLRQ 7KLV PRYH UHTXLUHV
KLP WRSURFHHGRQWKHEDVLV RIKRZ WKHSKHQRPHQRQ LVH[SHULHQFHG LHSKHQRPHQRORJLFDOO\ 
:RUNLQJ XSRQ0DU[¶V WKHRU\ RIGLDOHFWLF PDWHULDOLVP DQGWKH FRUUHVSRQGHQW QRWLRQ RI
³LQQHU FRQWUDGLFWLRQ´ (OOXO PDLQWDLQV WKDW ³>W@KH LPSRUWDQW WKLQJ LV WRLQYHVWLJDWH ZKHWKHU WKHUH LV
DIDFWRU GHWHUPLQLQJ WKHLQQHU FRQWUDGLFWLRQ RIWKHSKHQRPHQRQ ´ LQ RUGHUWREHVDIHJXDUGHG E\
WKHSKHQRPHQRQ¶V ³XQLW\ WKHVSHFLILFLW\ DQGLQWHOOLJLELOLW\ ´ )ROORZLQJ 0DU[(OOXO
6\VWHPVHHVWKH³LQWHUQDO VWUXFWXUHV ´ RIWKH VRFLRORJLFDO SKHQRPHQD XQGHU LQYHVWLJDWLRQ DV
³PDUNHGE\DVHWRIIXQGDPHQWDO FRQWUDGLFWLRQV ´ (OOXO LV QRWORRNLQJ IRU DFDXVH RIWKH
WHFKQRORJLFDO SKHQRPHQRQ EHFDXVHKLV DQDO\VLV SRLQWV WRWKH UHDOL]DWLRQ WKDW RQHFRXOG LGHQWLI\
PDQ\ FDXVDO UHODWLRQVKLSV \HW VWLOO IDLO WRH[SODLQ WKHFRQWUDGLFWLRQ 7RFODULI\ WKLV GLVWLQFWLRQ
 ,QWKHILUVWQRWHWR&KDSWHURI7KH7HFKQRORJLFDO6\VWHP(OOXO VWDWHVWKDWKLVQRWLRQRIWKHGHWHUPLQLQJ IDFWRU
³FRUUHVSRQGVIDLUO\WRZKDW+DEHUPDVFDOOVWKH³SUHSRQGHUDQFH´LQDV RFLHW\´ +DEHUPDV -XUJHQ7HFKQLN
XQG:LVVHQFKDIWDOV,GHRORJLH>7HFKQRORJ\DQG6FLHQFHDV,GHRORJ\@ )UDQNIXUWDP0DLQ6XKUNDPS 

EHWZHHQ FDXVH DQGIDFWRUZLWK UHJDUG WRWKHTXHVWLRQ RIZKDW GHWHUPLQHV KLVWRULFDO PRYHPHQW
DQGKXPDQ SURJUHVVZLWKLQ WKHERXQGDULHV RIWKH FXUUHQW PLOLHX (OOXO VWDWHV³ QRERG\ LV
VD\LQJ WKHUH LVRQH FDXVH5DWKHU DPRQJ WKH FRXQWOHVV IDFWRUV RSHUDWLQJ ZLWKLQ DVRFLHW\ RQH
IDFWRU DWDJLYHQ PRPHQW DSSHDUVPRUHGHFLVLYH WKDQ WKHUHVW ´ 7KLV VWDWHPHQW FOHDUO\
H[SOLFDWHV LQ(OOXO¶V ZRUGVZK\ KHLV ORRNLQJ DWWHFKQRORJ\ QRW DVDFDXVHEXWDVDIDFWRULH D
IXQGDPHQWDO HOHPHQW WKDW ³SOD\V DODUJH SDUWLQ GHYHORSPHQWRIWKH IDFW LWVHOI DQGLQ WKH
HVWDEOLVKPHQW >HPSKDVHV PLQH@ RIWKH FRQWUDGLFWLRQV WKDW SRLQW LW RXW ´  :KLOH KHFDQQRW
DUULYH DWDQ\ FRQFOXVLRQV WKDWPLJKW EHGUDZQ IURP DQDQDO\VLV RIDVWDWLF IDFWRU LQ LVRODWLRQ (OOXO
IROORZV 0DU[ LQ FRQFHGLQJ WKDW LW LV SRVVLEOH WRVD\ZKDW IDFWRU LVPRUH FRQVWUDLQLQJ ,Q
FRQVLGHUDWLRQ RI WKHDERYHSDUWLFXODUO\ WKDWZHDUHQRW ORRNLQJ IRU DFDXVDO UHODWLRQVKLS EXW
UDWKHU DQHOHPHQW ZKLFK H[SODLQV WKHLQQHU FRQWUDGLFWLRQ RI VWUXFWXUH (OOXO¶V VLJQLILFDQW TXHVWLRQ
LV ZKDWPDNHV WKHGHWHUPLQLQJ IDFWRU DGHWHUPLQLQJ IDFWRU" :KDW LV WKHGHILQLQJ FKDUDFWHURI
WKLV GHWHUPLQDWLRQ"
(OOXO DSSURDFKHV WKH IROORZLQJ WKHRUHWLFDOO\VLJQLILFDQW VWHSZLWK JUHDW FDXWLRQ EHFDXVH
KHUHFRJQL]HV WKDW KHLVDERXW WREUHDNZLWK RUFRQWUDGLFW WKHYDOXH IUDPHZRUN XSRQZKLFK KLV
HWKLFDO SKLORVRSK\ LVFHQWHUHG +RZHYHU KHDVVXPHV WKLV ULVN DOEHLW PRPHQWDULO\ EHFDXVHKLV
WKHRU\ RIWHFKQRORJ\ DVDODQJXDJH LQGLVWLQFW IURP HQYLURQPHQW GHSHQGVXSRQ WKHUHDGHU
OLVWHQHU¶V DELOLW\ WRFRQVFLRXVO\ FRQFHLYH RIDGLVWDQFH EHWZHHQ WKHVH WZRIRUPV $WWKH VDPH
WLPH KHQHHGVWRDGGUHVVWKH FKDUDFWHU RIDEVWUDFWLRQ YLVXDOO\ LHFDWHJRULFDOO\ VRWKDW WKH
UHDGHUZKRVHRUGHURIWKRXJKW LV VKDSHGLQ DQGE\WKH WHFKQLFDO PLOLHX FDQPHQWDOO\ FRQVWUXFW
DQ³LPDJH ´ RUPRGHO RIWKHSKHQRPHQRORJLFDO RUGHULQJ RIFRQVFLRXVQHVV WKDW UHPDLQV KLGGHQ
IURP FRQVFLRXVQHVV ,QRUGHUWRVKHG OLJKW RQZKDW KHYLHZV DVDSUREOHP RI FRQVFLRXVQHVV KH

PXVW VSHDNWRWKLV IRUP FRQVFLRXVQHVV LQ WKH ODQJXDJHIDPLOLDUWRFRQVFLRXVQHVV ± LH IURP RQH
RIWKH WZRSRLQWV QHFHVVDU\ WRHVWDEOLVK PHDQLQJ DVLPLODULW\
%HFDXVH FDUHLV WKHDWWLWXGH SULPDULO\ UHIOHFWLYH RIKLV WKHRORJ\DV±SUDFWLFH (OOXO PDNHV
FOHDU WKDW KHLV JLYLQJ SUHFHGHQW WRFDUHEHIRUH FRPPLWWLQJ KLV WKRXJKWV WRVSHHFK +HXVHVKLV
GLDOHFWLF PHWKRG RI SRLQW YV FRXQWHUSRLQW WRHQFRXUDJH WKHUHDGHUWRHQWHU WKHLQWHOOHFWXDO
GLOHPPD ZLWK KLP DVKHSURFHHGV+HDQQRXQFHV WKH LQWHUMHFWLRQ RI FDUHDVDQDWWLWXGH WRVLJQDO
WKDW KHLV DERXWWRVD\VRPHWKLQJ LPSRUWDQW ± VRPHWKLQJ WKDW KHKDVWKRURXJKO\ FRQVLGHUHG DQG
FDQQRW HDVLO\ GLVPLVV DOWKRXJK KHLV IXOO\ DZDUHRI WKHSRWHQWLDO FRQVHTXHQFHV RI KLV VSHHFK DFW
+HLVIXUWKHU DZDUHWKDW LQ WUDQVIHUULQJ KLV WKRXJKWV WRWH[W KHLVFRPPLWWLQJ WKHP WRLPDJH DQG
(OOXO GRHVQRWZDQW WKHVHZRUGVWREHFDSWXUHG IRUWKHLU XVHYDOXH DORQH +HLV DERXWWRHQJDJH
LQ DFRQWUDGLFWLRQ RISUD[LV E\QHJDWLQJ ERWKKLV SKLORVRSKLFDO EDFNJURXQG DQGKLV IRUHJURXQG
PHWKRGRIQRQ PHWKRG UHMHFWLRQ RI V\QWKHVLV
(OOXO EHJLQV KLV FDUHIXO DSSURDFKE\DQQRXQFLQJ KLV REMHFWLRQ WRDJHQHUDOL]HG
IUDPHZRUN RIPHDQLQJ
³:HKDYH WRDYRLG JHQHUDOL]LQJ ,DPE\QRPHDQV VD\LQJ WKDW WHFKQRORJ\ KDV
DOZD\V DQG LQ DOO VRFLHWLHV EHHQWKHGHWHUPLQLQJ IDFWRU WKLV LV WKHNLQG RI
JHQHUDOL]DWLRQ ,UHEXNH LQ0DU[ :KDW ,PHDQ LVWKDW LQ RXU:HVWHUQZRUOG DQG
ZHFDQJHQHUDOL]H IRUWKHSDVWWZHQW\ \HDUV WHFKQRORJ\ LV WKHGHWHUPLQLQJ
IDFWRU ´ 6\VWHP 
,QFRQQHFWLRQ ZLWK WKLV SDVVDJH(OOXO IHHOV UHTXLUHG WRSRLQW RXWWKDW KLVWRULFDO H[SHULHQFH RI WKH
IDFWRU DVWKHLPSHWXV IRU DUHYROXWLRQ LQ FRQVFLRXVQHVV JRHVXQQRWLFHG ± ZHFDQQRW H[SHULHQFH
WKHSKHQRPHQRQ DVSKHQRPHQRQ EHFDXVH LW KDVEHFRPH LQWHUQDOL]HG LHKDVEHFRPH
XQFRQVFLRXV 7KLV UHFRJQLWLRQ XQGHUOLHV LQ SDUW/RYHNLQ¶V 7HFKQLTXH'LVFRXUVH DQG

&RQVFLRXVQHVV SRVLWLRQ WKDW(OOXO YLHZV WHFKQLFDO FRQVFLRXVQHVV DVXQDEOH WRDFWXSRQ LWVHOI
EHFDXVH LW LVXQFRQVFLRXV RI LWVHOI 7KHXQFRQVFLRXV RSHUDWLRQ LVZKDW UHQGHUV WKH
H[LVWHQFH RIWKHGHWHUPLQLQJ IDFWRUDQG RXUH[SHULHQFH RILW LQFRPPHQVXUDEOH (OOXO PRYHV WR
EULQJ WKLV SUREOHP LQWR FRQVFLRXV FRQVLGHUDWLRQ E\VWDWLQJ 
³0RVW DXWKRUV IDLO WRVHHWKHQHZFKDUDFWHU >HPSKDVLV PLQH@ RI WKHVLWXDWLRQ LQ
RXUVRFLHW\ KHQFH WKHKLVWRULFDO H[SHULHQFH FRQFHUQLQJ WKH H[LVWHQFH RUXQUHDOLW\
RIWKHSUHVHQW GHWHUPLQLQJ IDFWRU LVLQFRPPHQVXUDEOH ´ 6\VWHP 
7KHSDVVDJH DERYHLQGLFDWHV WKHSRLQW DWZKLFK (OOXO FRQQHFWV WKH FKDUDFWHU RI WKHGHWHUPLQLQJ
IDFWRUZLWK WKHLQKHUHQW DFWLRQ LW VXJJHVWV WKHZKDWLWLV GHVFULEHG LQ WHUPV RIZKDWLW
FRPPXQLFDWHV LH LWV HVVHQFH LQ RWKHUZRUGVZLWK WKH IRUP RIEHLQJ LW UHIOHFWV (OOXO 6\VWHP
WKHQ PRYHV IURP LPSOLFDWLRQ WRH[SOLFDWLRQ E\VWDWLQJ 
³,W VHHPV WRPH WKDW RQHFRPHV FORVHVW WRUHDOLW\ LQ VSHDNLQJ RI DGHWHUPLQLQJ
IDFWRUZKHQ LW HYRNHVDIDFW DVLWXDWLRQ DQGZKHQ LW QRW VRPXFK FUHDWHVWKH IDFW
DVJLYHV LW DIRUP >HPSKDVLV PLQH@ SXVKLQJ LW WRWKHIURQW RI WKHVWDJH LQWR WKH
OLPHOLJKW RIKXPDQ DWWHQWLRQ ZLWK WKHGHWHUPLQLQJ IDFWRU LWVHOI UHPDLQLQJ LQ WKH
GDUNQHVV DQGLQWHJUDWLQJ LW LQ RWKHU VRFLDO IDFWRUV 7KDW LV DZRUNRIFDWDO\VLV IDU
UHPRYHG IURP FUHDWLRQ H[QLKLOR7RWKDW H[WHQW WKH WKHRU\ RIWKHGHWHUPLQLQJ
IDFWRU VWULNHV PH DVFRUUHFW DQGLQRXU WLPH WKLV IDFWRU LVWHFKQRORJ\ ´ 
(OOXO¶V WUHDWPHQW RIIRUP LQ FRQQHFWLRQ ZLWK WKHGHWHUPLQLQJ IDFWRU KHLGHQWLILHV DV
WHFKQRORJ\ UHTXLUHV DWWHQWLRQ WRWKH WHUPLQRORJ\ KHFKRRVHV WRGHVFULEH WKHFKDUDFWHU RI
WKLV ³IRUP ´ LH DVDFDWDO\VW RUUHGXFWLYH DJHQW WKDW LWVHOI UHPDLQV XQFKDQJHG LQ WKH
SURFHVVRIVDLG UHGXFWLRQ (OOXO¶V XVHRIWKH WHUP³FDWDO\VLV ´ LQ WKLV GHVFULSWLRQ
 $FFRUGLQJWRKLVWRULDQ'RXJODV+DUSHU WKHWHUP ³FDWDO\VLV´ILQGVLWVRULJLQLQD/DWLQL]HG IRUPRIWKH*UHHN
NDWDO\VLVPHDQLQJ³GLVVROXWLRQ´RUD³GLVVROYLQJRIJRYHUQPHQWVPLOLWDU\ XQLWVHWF´GHULYLQJIURP NDWDO\HLQ NDWD

GHVHUYHVPRUH FRQVLGHUDWLRQ WKDQ LW KDVEHHQJLYHQ LQ WKH VFKRODUVKLS EHFDXVHXSRQ
UHIOHFWLRQ LW DSSHDUVPLVSODFHG 7KH IRUP RIWKRXJKW LQGLFDWHG E\WKLV WHUP UHSUHVHQWV
DUDGLFDO GHSDUWXUH IURP (OOXO¶V FRQYHQWLRQDO GLVFRXUVH EHFDXVH LWVPHDQLQJ LV JURXQGHG
LQ DQ DEVWUDFWLQWHOOHFWXDO FRQVWUXFW WKDW(OOXO SDUDGR[LFDOO\ FULWLFL]HV DQGKDELWXDOO\
DYRLGV +RZHYHU WKHKHUPHQHXWLF VLJQLILFDQFH RI(OOXO¶V FKRLFHRI WHUPLQRORJ\ PLJKW EH
IRXQG E\GLUHFWLQJ DWWHQWLRQ WRWKLV SDUDGR[DQG WKHLQWHUUXSWLRQ LQ FRQVFLRXVQHVV LW
LQWHQGV WRSURYRNH0RUHVSHFLILFDOO\ SHUKDSV(OOXO LQWHQGV WRHPSKDVL]H WKHDW\SLFDOLW\
RIKLV SURSRVLWLRQ VRWKDW WKH UHDGHUFDQJDLQ WKHGLVWDQFH QHFHVVDU\ WRYLHZ WKHSUREOHP
RIWHFKQRORJ\ DVDW\SLFDO $ERYH DOO LW LV KLV LQWHQWLRQ IRU WKH UHDGHUWRXQGHUVWDQG ZK\
WKHSKHQRPHQRQ XQGHU GLVFXVVLRQ LV QRW FRPPRQ WRDQ\KLVWRULFDO PLOLHX SULRU WRWKH
WHFKQLFDO PLOLHX DQGWKDW WKHIDFWRU RIGHWHUPLQDWLRQ LV FKDUDFWHUL]HG E\D³IRUP ´ RI
XQFRPPRQ DFWLRQ
7KH)RUP %HLQJ6LQJXODULW\ )%6
7REULHIO\ VXPPDUL]H WKHSUHFHGLQJ (OOXO¶V 6\VWHPFKLHI FRQFHUQ LVWKDW
WHFKQLFDO ODQJXDJH DNDWHFKQRORJ\ JLYHV WRFRQVFLRXVQHVV DSDUWLFXODU IRUP WKDW
XQQDWXUDOO\ GHWHUPLQHV WKHXQFRQVFLRXV DQGSUHGLFDWHV EHKDYLRU (OVHZKHUH LQ 6\VWHP
(OOXO H[SDQGV XSRQ WKHWKHRUHWLFDO IRXQGDWLRQV SUHVHQWHG DERYHE\PDLQWDLQLQJ WKDW
WHFKQRORJLFDO IRUP LV UHVSRQVLEOH IRU DGHVWUXFWXULQJ DQGUHVWUXFWXULQJ HIIHFW WKDW
UDGLFDOO\ PRGLILHV ³ERWK KXPDQ UHODWLRQV DQGWKH LGHRORJLFDO VFKHPDWD RUWKHTXDOLWLHV RI
PDQ KLPVHOI ´ 7KLV PRGLILFDWLRQ RFFXUVEHFDXVH DFFRUGLQJ WR(OOXO WKH³FDWDO\VLV ´
PHDQLQJ³GRZQ´RU³FRPSOHWHO\´SOXVO\HLQ ³WRORRVHQ´,Q0RGHUQLW\WKHWHUPZDVLQWURGXFHGLQWRWKHYHUQDFXODU




LVVRFLDOHWKLFVVFKRODU'DU\O -:HQQHPDQQ³0LGGOH/HYHO7KHRU\LQ(OOXO¶V 7KRXJKW´ ZKRGRHVQRWDGGUHVV
WKHSUREOHPRIIRUPRUVSHFLILFDOO\ ³FDWDO\WLF´IRUP

VSRNHQRI LQ WKHSDVVDJHIURP 7KH7HFKQRORJLFDO6\VWHPTXRWHG DERYHLQWHJUDWHV
³EHLQJ ´ ZLWKLQ WHFKQLFDO ³IRUP ´ WXUQLQJ WKH ³LV ´ RI H[LVWHQFH LQWR WKHSXUHO\ SUHGLFDWLYH
DQGWKHUHIRUH DQRQ\PRXV YHUVLRQ RILWVHOI GXHWRWKHDEVHQFHRIUHODWLRQDO GLVWDQFH
QHFHVVDU\ IRU WKHQRWLRQ RI GLIIHUHQFH WRJDLQ DSSHDUDQFHZLWKLQ FRQVFLRXVQHVV 7KLV LV
DQLGHD ILUVW H[SUHVVHG LQ6RFLHW\ ZKHQ (OOXO SURSRVHVWKHRQWRORJLFDO XQLRQ RIREMHFWV
ZKLFK KDYHXQGHUJRQH DUHGXFWLRQ WRPHDQV ,QKLV GLVFXVVLRQ RIWKH³EHLQJ ´ RI WHFKQLFDO
UHDOLW\ (OOXO 6RFLHW\VWDWHVWKDW ³>WHFKQLTXH¶V@ SDUWVDUHRQWRORJLFDOO\ WLHG WRJHWKHU LQ LW
XVHLV LQVHSDUDEOH IURP EHLQJ ´  7KH LPSRUWDQFH RI WKLV SDVVDJH LVWKDW LW HVWDEOLVKHV
DSULRU RQWRORJLFDO IRXQGDWLRQ IRUZKDW ODWHU GHYHORSV LQWR (OOXO¶V QRWLRQ RI D³PXWDWLRQ
RIKXPDQ UHDVRQLQJ ´ LQ 7KH7HFKQRORJLFDO6\VWHP E\VXJJHVWLQJ WKDW LQ WHFKQRORJ\
EHLQJ WKHLV RIVXEMHFWLYLW\ DQG IRUP WKDWZKLFK SUHVFULEHV DFWLRQ WREHLQJ DUH
H[SUHVVHG DVDVLQJXODU HVVHQFH 6RFLHW\ 
,Q6RFLHW\(OOXO HPSKDVL]HV WKHSDUDGR[RIDSSHDUDQFH DQGLGHQWLW\ DWWULEXWHG WR
WKH DIRUHPHQWLRQHG PXWDWLRQ E\WDNLQJ WKH IROORZLQJ SLYRWDO WKHRUHWLFDO SRVLWRQ ³7KLV
LGHQWLW\ LV WKHSULPDU\ PDUNRIWKDW WKRURXJKJRLQJ XQLW\ ZKLFK PDNHV WKH WHFKQLFDO
SKHQRPHQRQ DVLQJOH HVVHQFHGHVSLWH WKH H[WUHPH GLYHUVLW\ RI DSSHDUDQFHV ´ 7KH
SDUDGR[LFDO QRWLRQ RIDXQLYHUVDOLW\ DFKLHYHG WKURXJK IUDJPHQWDWLRQ WHFKQLTXH¶V
DSSUHFLDWLRQ IRU GLYHUVLW\ ZKLFK SHUPLWV LW WRJUDVS DOO QRQWHFKQLFDO PRGHVRIIRUP DQG
EHLQJ LQWR WKH V\VWHP XQGHU WKHJXLVH RI VXFK DSSUHFLDWLRQ DQG UHXQLILFDWLRQ LH
UHGXFWLRQ RI GLYHUVH QDUUDWLYHV ZKLFK H[SUHVV QRQWHFKQLFDO PRGHVRI IRUP DQGEHLQJ WR
³PHDQV ´ LQ RUGHUWRFRQIRUP ZLWK WKHGHPDQG RIWHFKQLFDO UHDOLW\ ZKLFK GHQLHV
H[SUHVVLRQ RI DOO QRQWHFKQLFDO PRGHVRIIRUP DQGEHLQJ LV DFULWLFDO DQGRIWHQ
PLVXQGHUVWRRG FRQFHSW LQ(OOXO¶V WKHRU\ RIWHFKQLTXH DVDVRFLDO SKHQRPHQRQ ,QRUGHUWR

XQGHUVWDQG WKLV SDUDGR[RI³WKRURXJKJRLQJ XQLW\    GHVSLWH WKHH[WUHPH GLYHUVLW\ RI
DSSHDUDQFHV ´ 6RFLHW\ ZHPXVW XQGHUVWDQG ZK\ (OOXO VHHVWHFKQLFDO EHLQJ DV
FRQVWLWXWLYH RIFHUWDLQ ³LQWULQVLF IHDWXUHV ´ WKDWZHUHH[FOXVLYHO\ DVFULEHG WR³IRUP ´ SULRU
WRWKH WHFKQRORJLFDO PXWDWLRQ RIFRQVFLRXVQHVV DQGZK\ E\FRQIODWLQJ LGHQWLW\ ZLWK
WKHVH LQWULQVLFDOO\ IRUPDO IHDWXUHV DQ\WKLQJ WKDW KDVEHHQJUDVSHGE\WHFKQLFDO UHDOLW\
EHFRPHV WUDQVIRUPHG LQWR ³DEHLQJ DSDUW ´ LQ FRQVFLRXVQHVV 6\VWHP 
,QWKHSUHYLRXVO\ FLWHG RQWRORJLFDO UHIHUHQFH IURP 6RFLHW\(OOXO FRQWHQGV WKDW DV
DUHVXOW RIWKHGHSDUWXUH IURP WHFKQLFDO RSHUDWLRQ WRWHFKQLFDO SKHQRPHQRQ EHLQJ LV QRZ
LGHQWLILHG E\LWV DFWLRQ 6RPHWKLQJ WKDW LV WKHQRPLQDWLYH FDQQRZRQO\ EHLGHQWLILHG LQ
WHUPV RIZKDW LWGRHV WKHSUHGLFDWLYH 5HJDUGLQJ WKLV FRQIODWLRQ RI WHUPVZKDW
GLVWXUEV (OOXO LV WKDWEHLQJ ORVHV LWV KLHUDUFK\ LQ WKHRUGHURI H[LVWHQFH WRGRLQJ,Q
6\VWHP(OOXO H[SDQGV WKHQRWLRQ WKDW LQ WHFKQRORJ\ XVHDQ DFWLRQ LV IXVHG ZLWK EHLQJ D
VXEMHFW REMHFWE\PDNLQJ WKH IROORZLQJ DVVHUWLRQ
³>W@HFKQRORJ\ DOZD\V UHVHPEOHV LWVHOI DQGQHYHU UHVHPEOHV DQ\WKLQJ HOVH 
:KDWHYHU GRPDLQ LW DSSOLHV WRLWXQGHUJRHVQRDOWHULQJRILWVPRWLRQZKLFKLV
LWVHOI WHFKQRORJ\¶VEHLQJDQGHVVHQFH )RUWHFKQRORJ\LVWKHRQO\SODFHZKHUH
IRUPDQGEHLQJDUHLGHQWLFDO >HPSKDVLV PLQH@ ,WLV RQO\ IRUP EXW HYHU\WKLQJ LV
PROGHG E\LW $QGKHUH LW DVVXPHV LQWULQVLF IHDWXUHV WKDWPDNH LW DEHLQJDSDUW
>HPSKDVLV PLQH@´ 
 (OOXO ³3ROLWLFDO 5HDOLVP´ PDLQWDLQVWKDWWKLVDFWLRQUHSUHVHQWVWKHPRYHDZD\IURP WKHOLYLQJKXPDQEHLQJWR
WKH³SKDQWRP´RIEHLQJZKLFKLVDVVRFLDWHGZLWKREMHFWLYLW\DQGSKLORVRSKLFDO³UHDOLVP´ ³7KLVLVWKHSUHFLVHPDUN
RIDOO UHDOLVP WKH7KLQJFRPHVEHIRUHWKHKXPDQEHLQJ7KHODZ LVWKHODZRIWKLQJVDQGRQHIRUJH WVSHRSOH´
 (OOXO -DFTXHVDQG0DUYD'DZQ ³3ROLWLFDO 5HDOLVP´ 6RXUFHVDQG7UDMHFWRULHV(LJKW(DUO\$UWLFOHV7KDW6HW
WKH6WDJH(HUGPDQV*UDQG5DSLGV0, SS±

7KLV SDVVDJH HPSKDVL]HV WKH VLQJXODULW\ RIVWUXFWXUDO LGHQWLW\ WKDW WKLV DXWKRU UHIHUV WRDVWKH
IRUPEHLQJ VLQJXODULW\ )%6 DFRQVWUXFW ZKLFK VHUYHV WRVXSSRUW DQGFHQWHU(OOXO¶V GHIHQVH RID
ODQJXDJH HPEHGGHGZLWK H[LVWHQWLDO DQGGLDOHFWLF PHDQLQJ E\H[SOLFDWLQJ WKH FKDUDFWHULVWLFV RI
LWV RSSRVLWH WKURXJK WKH ODQJXDJH RIWKLV RSSRVLWLRQ LHLQ WKHVWUXFWXUDO WHUPV WKDW GHILQH LW 
5HFRJQLWLRQ RI WKHFRQIODWLRQ RIEHLQJ ZLWK DFWLRQ DVDFHQWUDO WKHVLV RI(OOXO¶V WKHRU\ RI
WHFKQRORJ\ SURYLGHV D GHSDUWLQJ SRLQW IRUWKH WHFKQLFDO PLQG WRERWK UHFRJQL]H DQGVLWXDWH LWVHOI
RXWVLGH WKHXQFRQVFLRXV ELDV RISKHQRPHQRORJLFDO DSSUHKHQVLRQ DVLW LV DUWLILFLDOO\ UHRUGHUHG
ZLWKLQ WKHWHFKQLFDO PLOLHX LQ RUGHUWRPRUH IXOO\ FRPSUHKHQG RQDPLFURVWUXFWXUDO EDVLV WKH
SKHQRPHQRQ WKDW JLYHV ULVH WRWKH WHFKQRORJLFDO V\VWHP¶V FKDUDFWHULVWLFV RIPRQLVP XQLW\
XQLYHUVDOLW\ DXWRQRP\ DQGVHOIDXJPHQWDWLRQ 
,Q6\VWHP(OOXO H[SODLQV WKDW VHOIDXJPHQWDWLRQ ZKLFK FDQ IRURXU SXUSRVHVDOVREH
VHHQLQ WHUPVRI GLIIXVLRQ E\ODQJXDJH LVWKH FKDUDFWHULVWLF RI WHFKQRORJ\ WKDW VSHFLILFDOO\
UHIOHFWV WKH UHTXLUHPHQW RIWHFKQRORJ\ WRFRRSWKXPDQ ³EHLQJ ´ LQ RUGHUWRJXDUDQWHH EHLQJ¶V
FRRSHUDWLRQ ZLWK WHFKQLFDO LPSHUDWLYHV LH WRSURGXFH FRQIRUPLW\ RI DFWLRQ ZLWK DOO RWKHU
HOHPHQWV RIWKH V\VWHP (OOXO PDNHV DQHDUOLHU UHIHUHQFH WRWKLV FRRSWDWLRQ RI EHLQJ LQ 6RFLHW\ LQ
WKH FRQWH[W RIKLV GLVFXVVLRQ RI EHLQJ DVDQDUWLILFLDO UHDOLW\ ZKLFK KDVEHFRPH LQWHUQDOL]HG WR
FRQVFLRXVQHVV 
³   ZKHQ WHFKQLTXH HQWHUV LQWR HYHU\ DUHDRI OLIH LQFOXGLQJWKHKXPDQ >HPSKDVLV
PLQH@ LW FHDVHVWREHH[WHUQDO WRPDQ DQGEHFRPHVKLV YHU\ VXEVWDQFH ,WLVQR
ORQJHU IDFH WRIDFHZLWK PDQ EXWLV LQWHJUDWHG ZLWK KLP DQGLW SURJUHVVLYHO\
DEVRUEVKLP ,QWKLV UHVSHFW WHFKQLTXH LV UDGLFDOO\ GLIIHUHQW IURP WKHPDFKLQH 
7KLV WUDQVIRUPDWLRQ VRREYLRXV LQPRGHUQ VRFLHW\ LV WKH UHVXOW RIWKH IDFW WKDW
WHFKQLTXH KDVEHFRPHDXWRQRPRXV ´ 

7KHSDVVDJH DERYHIXUWKHU FODULILHV KRZ WKH³EHLQJ ´ RIKXPDQ VXEMHFWLYLW\ LVVHL]HG XSRQ DQG
PDGH LGHQWLFDO WRWHFKQRORJ\¶V IRUP EHFDXVH LW LVUHTXLUHG WRPLUURU WKH LPDJH RIWHFKQLTXH
ZKLFK SULYLOHJHV DWZRGLPHQVLRQDO YLVXDO RUGHULV FKDUDFWHUL]HG E\DELQDU\ ORJLF RI UDWLR DQG
H[SUHVVHV WKH VLQJXODU YDOXH RIXVH ,Q6\VWHP(OOXO FKDUDFWHUL]HV WKLV IRUP EHLQJ VLQJXODULW\ RI
WHQVLRQOHVV LGHQWLW\ DVD³PXWDWLRQ ´ ZKHUHLQ WKH VXEMHFW DQGREMHFWFDQQRW H[SHULHQFH WKH
GLVWDQFH RUGLIIHUHQFH QHFHVVDU\ IRU FRQWH[W DQGPHDQLQJ WRHPHUJH 7KH UHVXOW LV DQRPLQDWLYH
ERWKFKDUDFWHUL]HG E\DQGLGHQWLILHG DVLWV SUHGLFDWLYH :LWKLQ WKLV ³PXWDWLRQ´ RIPHDQV ZKLFK
LV UHIHUUHG WRWKURXJKRXW WKLV SURMHFW DVWKH IRUP EHLQJ VLQJXODULW\ )%6FRPPXQLFDWLRQ
EHFRPHV DQHQGOHVV UHSHWLWLRQ DQGUHSURGXFWLRQ RI IRUP DEVHQW RIDQ\ FRQWHQW LQ UHODWLRQDO
FRQWH[W DQHQGOHVV SURJUHVVLRQ RIPHDQV ZLWK QRDSSDUHQW HQG%HFDXVH WKHPHDQV ODFNV D
VXEMHFW LW FRPPXQLFDWHV QRWKLQJ PRUH WKDQ DQRQ\PRXV EHLQJ %HFDXVH WKHPHDQV ODFNV D
FRQFUHWH VXEMHFW¶V VHQVHRIVLWXDWHGQHVV ZLWKLQ WLPH SODFH DQG VSDFHLW LV FDSDEOHRISURGXFLQJ
RQO\ DQ DQRQ\PRXV GLVFRXUVH ZKLFK FDQQRW EHYLHZHG DVDXWKHQWLF ³FRPPXQLFDWLRQ´ 7KLV
GLVFRXUVH RI QRSDUWLFXODU SHUVRQ LVVLPSO\ µRXWWKHUH¶ IRU FRQVXPSWLRQ ± LH LW H[LVWV VROHO\ IRU
WKHSXUSRVHRI EHLQJ FRQVXPHG DQGUHSURGXFHG
7KH UHGXFWLRQ RI WKHVXEMHFW DQGREMHFW LQUHODWLRQ WKDW WDNHVSODFHYLDPXWDWLRQ LQWR WKH
XQLGLPHQVLRQDO )%6FDQWKXVEHYLHZHG DVWKHEHJLQQLQJSRLQW RIWHFKQLFDO FRQVFLRXVQHVV LQ
DQGRIWKH DUWLILFLDO UHDOLW\ WKDW(OOXO UHIHUV WRDV³WHFKQLTXH ´ 7HFKQLFDO ³IRUP ´ ILUVW VHL]HV XSRQ
EHLQJ E\UHGXFLQJ WKHVXEMHFW WRDQREMHFWDQGWKHQ HOLPLQDWHV ERWKWKURXJK DUHGXFWLRQ WRPHDQV
6\VWHP 7RIXOO\ H[SOLFDWH WKHSUREOHP RIODQJXDJH DVDUKHWRULF GRPLQDWHG E\WKHILUVW
RULHQWLQJ IRUP (OOXO PXVW GHVFULEH ZKDW%XUNH $5KHWRULFRI0RWLYHVPLJKW UHIHU WRDVWKH
 (OOXO -7KH3ROLWLFDO,OOXVLRQS
 ,QWKHFKDSWHU³7KH%HDXERXUJ(IIHFW ,PSORVLRQDQG'HWHUUHQFH´-HDQ%DXGULOODUG 6LPXODFUDDQG6LPXODWLRQ
SURYLGHVDQH[SOLFLW DQGFRUUHVSRQGLQJDQDO\VLVRIKRZDOO FXOWXUDOV\PEROVDUHWUDQVIRUPHGLQWRK\SHUUHDOLWLHV
FKDUDFWHUL]HG E\DQHQVHPEOHRIREMHFWVWKDWDUHPRUHWKDQ UHDO E\K\SHUUHDOV\VWHPVRISXUHVLJQLILFDWLRQWKDW
H[LVW VROHO\IRUWKHSXUSRVHRIFRQVXPSWLRQDQGUHSURGXFWLRQ

³WHFKQRORJLFDOO\ ´ KLGGHQPRWLYH RIWKLV IRUP ZKLFK FDQEHH[SUHVVHG LQ WKH IROORZLQJ
WHUPV WRLQIRUP WHDFK WUDQVIRUP UHLQIRUFH FRQIRUP KDELWXDOL]H DQGUHIRUP PRGLI\
DFFRUGLQJ WRQHFHVVLW\ WKURXJK DIRUPXODWLRQ PDWKHPDWLFDO UHDVRQLQJ WKDW SURGXFHV
GHIRUPDWLRQ PXWDWLRQ RIUHDVRQLQJ 
%HFDXVH LW GRHVDSSHDUWRFRQVFLRXVQHVV WKH ILUVWRULHQWLQJ IRUP DFFRPSOLVKHV LWV JRDOV
E\FRYHUW SHUVXDVLRQ UDWKHU WKDQRYHUWPDQLSXODWLRQ ,WVSHUVXDVLYH TXDOLW\ FRPHV IURP WKHIDFW
WKDW LW RFFXSLHV WKHUHDOP RIWKH FRQWLQJHQW DQGWKHSRZHULW FRPPXQLFDWHV LV WKH OLPLWOHVV SRZHU
RISRVVLELOLW\ ,WPLPLFV WKHRUGHURI WKHUHDO E\RFFXS\LQJ WKHVSDFHXSRQZKLFK KXPDQ
UHODWLRQV GHSHQGWDNHSODFH VLPXOWDQHRXVO\ FRRSWLQJ DQGFORVLQJ WKLV VSDFHE\FRRSWLQJ WKH
V\VWHP RIPHGLDWLRQ XSRQZKLFK WKHVH UHODWLRQV UHO\ (OOXO PLJKW VD\ WKDW WKHV\VWHP RIWHFKQLFDO
RUGHULQJ PLPLFV UKHWRULFDO RUGHULQJ DVFRQFHLYHG LQ $ULVWRWHOLDQ WHUPV ± LHLW FUHDWHV DQ
DUWLILFLDO UHDOLW\ E\UHSODFLQJ WKHDXWKHQWLFDOO\KXPDQ UKHWRULFDO HQFRXQWHU ZLWK DQLPDJH RIWKLV
HYHQW ZKLFK LV WUDQVIRUPHGIURP DQµHYHQW¶ WRDµSURFHVV¶ZLWKLQ WKH V\VWHP &ORVHGZLWKLQ WKH
LPDJH RIWKH UHDO WKH VSDFHZKHUHPHDQLQJ HPHUJHV LVORVW DQGSRVVLELOLW\ LV SDUDGR[LFDOO\
OLPLWHG WRIXUWKHU UHSURGXFWLRQ RI WKH)%6DORQH
7KH DIRUHPHQWLRQHG SURFHVVDOVR VHUYHV WRLOOXVWUDWH (OOXO¶V FODLP FRQFHUQLQJ WKH H[WUHPH
GLYHUVLW\ DQGUHSURGXFWLYH FDSDELOLW\ RIWKHGHWHUPLQLQJ IDFWRU LQ WHUPV RILWV ILUVWRULHQWLQJ IRUP 
(DFK VWHSLVGHSHQGHQW XSRQ WKH ILUVWRULHQWLQJ IRUP RIWKHGHWHUPLQLQJ IDFWRU LH WHFKQRORJ\ 
(OOXO 6\VWHPPDLQWDLQV WKDW QRW VDWLVILHG ZLWK EHLQJ WKHGHWHUPLQLQJ IDFWRU WHFKQRORJ\ KDV
EHFRPHDV\VWHP PLPLFNLQJ DQGVXSSODQWLQJ DQ\QDWXUDO RUGHUWKDW IDOOV ZLWKLQ LWV JUDVS ³7KH
V\VWHP LV IRUPHG E\WKH H[LVWHQFH RI WKHWHFKQRORJLFDO SKHQRPHQRQ DQGE\WHFKQRORJLFDO
DGYDQFH    ,WLV QRW³WHFKQRORJ\ SURJUHVVLQJ´´ 5DWKHU LW LVDQHZDQGLQGHSHQGHQW UHDOLW\
SURSDJDWHGE\DIRUP WKDW GHQLHV DQ\PRGHRIEHLQJ ZKLFK IDLOV WRFRQIRUP ZLWK WKHH[SUHVVLRQ

RIWKLV UHDOLW\ LW LV WKHFRQMXQFWLRQ RIWKH WHFKQRORJLFDO SKHQRPHQRQ DQGWHFKQRORJLFDO SURJUHVV
WKDW FRQVWLWXWHV WKH WHFKQRORJLFDO V\VWHP ´ 7KH QHJDWLRQ RIDQ\ DXWKHQWLFDOO\KXPDQ
H[SUHVVLRQ RI EHLQJ WKURXJK DIUHHO\FKRVHQ IRUP RIV\PEROLVP LV ILUVW DQGIRUHPRVW D
WKHRORJLFDO SUREOHP IRU(OOXO EHFDXVH WKHDUWLILFLDO UHDOLW\ SURSDJDWHG LQ DQGWKURXJK WKLV ILUVW
RULHQWLQJ IRUP GHQLHV WKHUHDO RI&UHDWLRQ DVJLYHQ WKURXJK WKH:RUGDQGE\H[WHQVLRQ WKH
UHDOLW\ RIWKH&UHDWRUDVWKH:KROO\ 2WKHU7KLV PRYH FRQVWLWXWHV DGHQLDO RI(OOXO¶V IDLWK LQ
HVFKDWRORJLFDO UHDOLW\ DVJLYHQ LQ $EVROXWH DQGWUDQVFHQGHQWDO 7UXWK LHEHLQJ DVJLYHQ E\DQG
IRU WKHSXUSRVHRILWV UHODWLRQ WR%HLQJ LQ RUGHUWRFRQIRUP ZLWK DQDEVWUDFW DQGDUWLILFLDO QRWLRQ
RIEHLQJ DVPDGH
(OOXO¶V5DGLFDO6XEMHFWLYLW\ RI$XWKHQWLFDOO\ ³+XPDQ´ $FWLYLW\
(OOXO YLHZV WKH VWUXFWXUDO VLQJXODULW\ RIPHDQV LH WKH)%6DVDWKHRORJLFDO SUREOHP DV
ZHOO DVDVRFLRORJLFDO SUREOHP EHFDXVHWKHELDV LPSRVHG E\WKLV DUWLILFLDO VWUXFWXUH QHJDWHV
'LYLQH RUGHUWKURXJK VXEYHUVLRQ RIWKHVSLULWXDO WRWKHPDWHULDO WKHUHE\ UHGXFLQJ WKHYDOXH RI
DQ\ H[SHULHQFH WRXVHYDOXH LHWKDWZKLFK LVRIWKHZRUOG'UDZLQJ DWWHQWLRQ WR(OOXO¶V HWKLF RI
WKH LQGLYLGXDO SDUWLFXODU &OLIIRUG &KULVWLDQV DQG0LFKDHO 5HDO ³-DFTXHV (OOXO
V &RQWULEXWLRQV WR
&ULWLFDO 0HGLD7KHRU\ ´ PDLQWDLQ WKDW IRU(OOXO WKLV SUREOHP LV ³SHUVRQDO DQGWKHRORJLFDO ´
UDWKHU WKDQ ³SROLWLFDO DQG LGHRORJLFDO ´ ,Q3UHVHQFH(OOXO H[SOLFDWHV WKHVHSHUVRQDO DQG
WKHRORJLFDO JURXQGV DQGRIIHUV DUKHWRULF RIFRUUHFWLRQ GHVLJQHG WRUHGHILQH WKHQRWLRQ RID
&KULVWLDQ HWKLF E\DVNLQJ UHDGHUVWRUHIOHFW XSRQ WKH VWUXFWXUH RI0RGHUQEHOLHI DQGWKH VSLULWXDO
FORVXUH LWV IRUP FUHDWHV
,Q(OOXO¶V WKHRFHQWULF ZRUOGYLHZ WKHRUGHURI&UHDWLRQ DVHVWDEOLVKHG E\WKH'LYLQH LV WKH
RQO\ RUGHURI H[LVWHQFH RQHZKLFK JLYHV SULPDF\ WREHLQJ RYHU GRLQJ 2QO\ EHLQJDVJLYHQ FDQ
FRPPXQLFDWH SUHVHQFHDWHUP ZKLFK FDQQRW EHFRQIODWHG ZLWK WKHQRWLRQ RISXUH DFWLRQ 'DQLHO

&OHQGHQLQ ³,QWURGXFWLRQ´ SRLQWV WRZDUGWKLV QRWLRQ LQ DGLVFXVVLRQ RIZKDW KHSHUFHLYHV DV
(OOXO¶V ILUVW UHTXLUHPHQW IRURSSRVLQJ WKHSXUHDFWLRQ RI WHFKQLTXH ³   ZKDW LVILUVW UHTXLUHG RI
WKH&KULVWLDQ LV QRWDFWLRQ DOWKRXJK WKDW FDQQRW EHQHJOHFWHG EXW DSUHVHQFH DVW\OH RI OLIH DQ
DWWLWXGH DVSHFLDO PRGHRIH[LVWHQFH ´ [OL )RU(OOXO WKLV ³VW\OH RIOLIH ´ DJXLGLQJ PHWDSKRU
XSRQZKLFK KHFRQVLVWHQWO\ UHOLHV LQ 3UHVHQFH PXVW EHJURXQGHG LQ WKHLQGLYLGXDO IUHHGRP WREH
UHVSRQVLYHO\ DWWHQWLYH WROLIH DVJLYHQ UDWKHU WKDQ XQUHIOHFWLYHO\ DQG UHDFWLYHO\ GULYHQ E\DQ\
LQWHUYHQLQJ VRFLDO FRQVWUXFWLRQ WKDW VHUYHV WRVLJQLI\ QRQFRQWH[WXDO DQGWKHUHIRUH DQRQ\PRXV
PHPEHUVKLS LQ WKHPDGHPDVVRIDEVWUDFW H[LVWHQFH +HUHWKHTXHVWLRQ RI SUHVHQFHPXVW SRLQW
WRZDUGWKH UHDODVJLYHQDTXHVWLRQ WKDW UHOLHV XSRQ WKHRQWRORJLFDO SULRULW\ RI EHLQJ RYHU GRLQJ 
7KH LQWHUVHFWLRQ EHWZHHQ(OOXO¶V WKHRORJLFDO DQGVRFLRORJLFDO SURMHFWV ± VSLULWXDO DQGWKH
LQWHOOHFWXDO SHUVSHFWLYHV LQ XQDYRLGDEOH \HWXQUHVROYDEOH SDUDOOHO WHQVLRQ ± EHJLQV KHUHE\
SODFLQJ WKHTXHVWLRQ RIWKH WUXHXSRQ WKHUHODWLRQVKLS EHWZHHQSUHVHQFH DQGUHDOLW\ LQ WKHIOXLGLW\
RIWLPH
,QKLV SUHIDFH WRWKHVHFRQG H[SDQGHG HGLWLRQ RI3UHVHQFH(OOXO GLVFXVVHV KLV
GHFLVLRQ WRFRQVLGHU SXEOLFDWLRQ RIDVRFLRORJLFDO ZRUNWKDWZRXOG SDUDOOHO WKHWKHRORJLFDO WUHDWLVH
DGYDQFHG LQ WKLV WH[W +HGLVFORVHV WKDW LQ VWUXJJOLQJ WRILQG DWKHPH RUPHWKRG WKDWZRXOG DOORZ
KLP WREHJLQ KLV ILUVW ZRUNRQWHFKQLTXH KHIRXQG KLPVHOI FRQIURQWHG E\6W3DXO¶V ZRUGVLQ
5RPDQV 
³'RQRWEHFRQIRUPHGWRWKLV SUHVHQW DJHEXWEHWUDQVIRUPHGE\WKHUHQHZLQJ RI
\RXUPLQG VRWKDW \RX PD\GLVFHUQ WKHZLOO RI*RGZKDW LVJRRGZKDW LV
SOHDVLQJ WRKLP DQGZKDW LVZHOO GRQH>HPSKDVLV PLQH LQ ERWKFDVHV@ ´ [L 
,WLVQRWHZRUWK\ WRFRQVLGHU WKDW(OOXO¶V VSLULWXDO LQVSLUDWLRQ IRUZKDWZRXOG ODWHU EHFRPH
KLV LQWHOOHFWXDO ZRUNRQWHFKQLTXH DQGWKH VLQJXODULW\ RIIRUP DQGEHLQJ WKDW KHSRVLWV DV

SURYLGLQJ WKH VWUXFWXUDO JURXQG IRUWKHSUREOHP RIPHDQLQJOHVV UHSURGXFWLRQ LQ WKLV
WKHRU\ EHJDQZLWK D%LEOLFDO SDVVDJHZDUQLQJ DJDLQVW FRQIRUPLW\ DVDQREVWDFOH RU
EDUULHU WRUHQHZDOWKH DELOLW\ WREHJLQ DQHZ(OOXO FRQVFLRXVO\ UHFRJQL]HV WKHSUREOHP RI
IRUP SUHVHQWHGKHUH DQGDFNQRZOHGJHV LW E\VWDWLQJ WKDW KHXQGHUVWDQGV 3DXO¶V ZDUQLQJ
³WKDW ZHPXVW QRWFRQIRUP ´ WRPHDQ WKDWZHPXVW QRW³³WDNH RQWKH IRUP ´ RIWKLV DJH ´
[LL +HUH(OOXO FRQQHFWV UHMHFWLRQ RI³WKH IRUP RIWKLV DJH ´ ZLWK DQDFWRIUDGLFDO
VXEMHFWLYLW\ JURXQGHG LQ KLV&KULVWRFHQWULF IDLWK SHUVSHFWLYH 
6SHDNLQJ IURP WKHSRVLWLRQ RIKLV RZQUHIXVDO WRFRQIRUP ZLWK DIDOVH DQGSXUHO\
H[WHUQDO IRUP RI³VSLULW ´ ZKLFK ZRXOG EHFRXQWHUHG E\ DQDFWJLYHQ LQ IDLWK ± DQGQRW
GHVLJQHG IRUPHUHSXUSRVHVRI UHIRUPLQJ EXW³UHGHHPLQJ WKHZRUOG ´ ± (OOXO VWDWHV ³,W
ZDVQHFHVVDU\ WRFULWLTXH ´ WKHVWUXFWXUHV RI RXUVRFLHW\ WKDW GHWHUPLQHG WKH FRQIRUPLVP
³RQ WKHEDVLV RIWKHJRVSHO DQGEHFRPH LQYROYHG LQ DPRYHPHQW LQ ZKLFK RQH
ZRXOG QHFHVVDULO\ EHDORQH VLQFH LWZRXOG EHERUQRI DIDLWK LQ D5HYHODWLRQ WKDW
RWKHUV GLGQRWVKDUH ,QRUGHUWRFKDQJH WKHZRUOG EHJLQQLQJ E\FKDQJLQJ RXU
³IRUP ´ ZHZHUHDORQH ± EXWLI DOO &KULVWLDQV XQGHUVWRRG WKDW WKHUHZRXOG
HIIHFWLYHO\ EHDWUDQVIRUPDWLRQ RIWKHZRUOGE\WKH DFWLRQ RIWKH+RO\ 6SLULW ´ [LL
(OOXO¶V DERYHGHVFULEHG QRWLRQ RI µEHLQJ DORQHZLWK RQH¶V IDLWK¶ FDQEHDWWULEXWHG WRWKH
LQIOXHQFH RI.LHUNHJDDUG ZKR LQ)HDUDQG7UHPEOLQJDUJXHV WKDW EHOLHI DQGIDLWK DUH
GLVWLQJXLVKHG E\WKH UHDOL]DWLRQ WKDW WKHIRUPHU UHOLHV XSRQ FRUSRUDWH DJUHHPHQW ZKLOH WKH
ODWWHU LV LQFDSDEOH RIHVWDEOLVKLQJ FRPPHQVXUDELOLW\ GXHWRLWV LQFRPPXQLFDELOLW\
%HFDXVH WKHUH LV QRZD\ WRUDWLRQDOL]H RQH¶VUHVLJQDWLRQ LQ ³IDLWK ´ WRWKH OHYHO RILQWHU
VXEMHFWLYH PHDQLQJ .LHUNHJDDUG )HDUDQG7UHPEOLQJPDLQWDLQV WKDW RQHFDQQRW KDYH D
³SDUWQHU´ LQ ³IDLWK´ 2QWKHRWKHU KDQG EHOLHI ZKLFK DULVHV WKURXJK WKH UHLILFDWLRQ

RIFRQVHQVXV LV HVVHQWLDO IRU WKHIRUPDWLRQ RI DOO KXPDQ LQVWLWXWLRQV )RUWKHVH UHDVRQV D
ODQJXDJH LQ DQGRI IDLWK LV LQKHUHQWO\ VXEMHFWLYH UHPDLQLQJ HWKLFDOO\ DSDUWIURP DQ\
ODQJXDJH RIGHPRQVWUDWLRQ LHWKDWZKLFK FRQYH\V DXVHYDOXH ,Q3UHVHQFH (OOXO LQ
DOLJQPHQW ZLWK KLV PHQWRU .LHUNHJDDUG WDNHVWKHSRVLWLRQ WKDW FRPPXQLFDWLRQ LQ IDLWK ±
DQLUUDWLRQDO H[SUHVVLRQ RI UDGLFDO EHLQJ IRU EHLQJ ± LV WKHRQO\ IRUP RIDXWKHQWLFDOO\
KXPDQ V\PEROL]DWLRQ FDSDEOHRIUHVLVWLQJ UHGXFWLRQ WRWKH)%6EHFDXVHLW LV WKHRQO\
IRUP RIFRPPXQLFDWLRQ E\ZKLFK WKH VSLULWXDO PDWHULDO GLDOHFWLF FDQQRW EHVXSSUHVVHG
DQGWKHUHIRUH UHGXFHG WR³PHDQV ´ 
,Q(OOXO¶V YLHZ WKHPDQ UHGXFHG WRDPHDQV ZLWKLQ WKH V\VWHP E\WKH)%6LV D
PDQ LQ LVRODWLRQ 7KLV LVZK\ (OOXO 3UHVHQFHGHVFULEHV WKHSUREOHP RIPHDQV LQ
WHUPV RIDSUREOHP RI KXPDQ UHODWLRQV WKDW DULVHV DVDUHVXOW RIWKH ORVV RIHQGV,Q D
WHFKQRORJLFDO VRFLHW\ WKHLQGLYLGXDO LV VHSDUDWHGIURP OLIH LQ UHODWLRQ ZLWK RWKHUV E\WKH
VHOIVDPHQHVV RIIRUP DQGEHLQJ UHSURGXFHG LQ DQG WKURXJK DWHQVLRQOHVV ODQJXDJH WKDW LV
E\DERXW DQGIRUWHFKQLTXH 7KLV LV HIIHFWLYHO\ WKH VDPHSUREOHP LGHQWLILHG E\
/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVVZKHQ KHHPSKDVL]HV (OOXO¶V
UHFRJQLWLRQ RIWKH FRQVHTXHQFHV RIWKH ODFNRI GLVWDQFH DQGGLIIHUHQFH LQ WHFKQLFDO
FRQVFLRXVQHVV H[SUHVVHG DVODQJXDJH DQGWKH LPSRVVLELOLW\ RI DXWKHQWLF FRPPXQLFDWLRQ
XQGHU WKLV VWUXFWXUH 7KHQRQGLDOHFWLF FRQVFLRXVQHVV FXOWLYDWHG E\DQGWKURXJK
WKLV WHQVLRQOHVV ODQJXDJH UHSUHVHQWV DVLQJXODULW\ RIVWUXFWXUH WKH)%6WKDW LVRXWZDUGO\
UHIOHFWHG DVDQDWWLWXGH WRZDUGRXUQHLJKERU ZKR LVQRZFRQFHLYHG VROHO\ DVDQREMHFW RI
XVHYDOXH WKDW HLWKHU SUHVHQWV LWVHOI RUQRW EHFDXVHZHQRORQJHU FRQFHLYH RXUUHODWLRQ
ZLWK RWKHU KXPDQ EHLQJV LQ WHUPV RIDXWKHQWLF KXPDQ HQGV ,QRXUSUHRFFXSDWLRQ ZLWK
 7KH+XPLOLDWLRQRIWKH:RUGSS
 'XHWRWKHODFN RIGLVWDQFHEHWZHHQVXEMHFWDQGREMHFWEHLQJLV³LPPRELOL]HG´ E\DQDFWLRQRXWVLGHRILW7KH
+XPLOLDWLRQRIWKH:RUG

DGYDQFLQJ WKHPHDQV DEVHQW RIDQ HQGOLIH LWVHOI LV VHHQDVPHDQLQJOHVV EHFDXVHODQJXDJH
FHDVHVWRH[SUHVV DQ\WKLQJ LQ LWV IXOOQHVV DQGFRPSOH[LW\ DVJLYHQ %HFDXVHQRWKLQJ LQ
WKHZRUOG LQFOXGLQJ WKH VHOI LV IUHH WREH H[SHULHQFHG DVJLYHQODQJXDJH FHDVHVWR
V\PEROLFDOO\ H[SUHVV WKHUHDO DQGSDUWLFXODU EHLQJ RI OLIH LQ UHODWLRQ ZLWK UHDO DQG
SDUWLFXODU RWKHUV 7KLV ORVV RIDVHQVHRIDOLIHZLWK RWKHUV LVWKHGLUHFW UHVXOW RIWKH
UHGXFWLRQ RI DOO WR³PHDQV ´ LHWKH)%6ZKHUHLQ WKH VXEMHFW DQGREMHFWKDYH DFKLHYHG
VLQJXODULW\ RI ERWKLGHQWLW\ DQGSXUSRVH LQ VHUYLFH WRDQDUWLILFLDO UHDOLW\ FRQVWLWXWHG E\WKH
PDGH
,QWKH ,QWURGXFWLRQ WRWKH VHFRQGH[SDQGHG HGLWLRQ RI 7KH3UHVHQFHRIWKH
.LQJGRP'DQLHO &OHQGHQLQ SRLQWV WRZDUG DQLQWHUVHFWLQJ SRLQW LQ (OOXO¶V WKHRORJ\ DQG
VRFLRKLVWRULFDO SKLORVRSK\ WKDW UDLVHV WKHPRVW SURIRXQG LPSOLFDWLRQ DVVRFLDWHG ZLWK WKH
TXHVWLRQ RI WHFKQLFDO VHUYLFH (OOXO¶V HVFKDWRORJLFDO WKHRORJLFDO SHUVSHFWLYH WKHQRWLRQ RI
OLIH LQ WKHZRUOG DVDFRQGLWLRQ RIWKH ³DOUHDG\ EXWQRW\HW ´ UHTXLUHV KLP WRGHILQH KXPDQ
OLIH DVDOLIH OLYHG LQ DQGWKURXJK WKHGLDOHFWLF WHQVLRQ RI XQGHUVWDQGLQJ DQGQHJRWLDWLQJ
WKH VHQVXDO ZRUOGZLWKLQ WKH.LQJGRP RI*RGDVDVLQJOH UHDOLW\ [[YLLL 7KLV WHQVLRQ
FDQRQO\ EHFRPPXQLFDWHG LQ WHUPV RIWKHGLIIHUHQFH DQGGLVWDQFH RI DVXEMHFW DQGREMHFW
LQ UHODWLRQ LQ DUHDO FRQWH[W$OO PHDQLQJ LVDFTXLUHG ZLWKLQ WKH VSDFHRIWKLV WHQVLRQ LH
FRQWH[WXDO VSDFH DVSDFHPHGLDWHG QRWE\GHDGLPDJHV ± WKH DUWLILFLDOO\IL[HG DQG
UHSHWLWLYH ± EXW RQHRFFXSLHG E\DOLYLQJ ODQJXDJH WKDW LV VSRQWDQHRXV FUHDWLYH DQGQRQ
PHFKDQLFDO 
 7KH+XPLOLDWLRQRIWKH:RUGS
 :KHQWKHKXPDQVSLULWLVWUDQVIRUPHGLQWRDQDEVWUDFWLRQRXWVLGHRUH[WHUQDO WRLWVHOI E\WKHVSLULWRIWHFKQLTXH







,Q3UHVHQFH(OOXO DIILUPV KLV HVFKDWRORJLFDO EHOLHI WKDWPHDQLQJ LV DOZD\V RQO\
SDUWLDO DQGLQVHSDUDEOH IURP DSDUWLFXODU SHUVRQ SODFH VSDFHDQG WLPH ³3UHIDFH ´ [L 
7KHUHIRUH WKH LQGLYLGXDO VHHNLQJ WR³NQRZ ´ E\JOLPSVLQJ ³WUXWK ´ PXVW DOORZ WUXWK WR
VKRZ LWVHOI ZLWKLQ WKHWHQVLRQ RIPXOWLSOH IRUPV ZKLFK KDYHEHHQLQYLWHG WRXQIROG ZLWKLQ
DFRQFUHWH SKHQRPHQRORJLFDO HYHQW WDNLQJ SODFH LQ WKHSUHVHQFHRIOLYLQJ PHGLDWRUV
7KLV VSDFHRIGLDOHFWLF WHQVLRQ SURYLGHV WKHJURXQG IRU(OOXO¶V FRQFHSWLRQ RI DGLVWLQFWO\
&KULVWLDQ HWKLF JURXQGHG LQ WKHLPSRUWDQFH RI WKHLQGLYLGXDO VXEMHFW DFWLQJ LQ UHVSRQVH WR
DZRUOG DVLW LVJLYHQ ZLWKLQ WKHERXQGDULHV RIDFRQFUHWH WLPH SODFH DQGVSDFH)RU
(OOXO ZKDW LV LPSRUWDQW LV WKDW DXWKHQWLF EHLQJ PDNHV LWVHOI SUHVHQW LQ UHVSRQVH WRWKH
SUHVHQFH RIDXWKHQWLF EHLQJ DVLW XQIROGV WRH[SHULHQFH LQ FRQFUHWH UHDOLW\ ,QRWKHU
ZRUGVZKDW LV LPSRUWDQW LV IRU WKHLQGLYLGXDO WRUHGLVFRYHU WKHPHDQLQJ RIWKH HYHQW DQG
PRUHRYHU WRKDYH IDLWK WKDW EHFDXVHRIWKH UHDO SUHVHQFHRIWKH6SLULW WKDW WKH HYHQW
DORQH LVWKH VLWH RIWKHRQO\ SRZHURI SRVVLELOLW\ WKDW LVQRW DPHDQV ZLWKRXW HQG )RU
(OOXO WKHSRZHUWKDW LV3UHVHQW SUHVHQWZLWKLQ WKH HYHQW RIIHUV WKHSRZHURI UHDO
PHDQLQJ )RUWKLV UHDVRQ(OOXO 3UHVHQFH WDNHVWKHYLHZ WKDW WKH HYHQW LVWKH VLWH RI
IDLWK DQGLQ LWV DEVHQFH IDLWK LV LPSRVVLEOH %\FRQQHFWLQJ IDLWK ZLWK WKH HYHQW
(OOXO FRQQHFWV IDLWK ZLWK WKHIORZ RIOLIH LWVHOI DQGE\H[WHQVLRQ VHSDUDWHV LW IURP
UHLILFDWLRQ DUHTXLUHPHQW IRU EHOLHI
,Q(OOXO¶V WKHRORJLFDOO\LQIRUPHG HWKLF DQGSKLORVRSK\ RIFRPPXQLFDWLRQ WKH
VSDFHRIHWKLFV JURXQGV WKHH[SHULHQFH RIOLIH DQGEHLQJ LQ WKHZRUOGZLWKLQ DQHYHQW




 (OOXO 3UHVHQFHLPSOLHV WKLVVHSDUDWLRQE\VWDWLQJ³6R>ZKHUH@ WKHUHLVQRHYHQWQRIDLWKLVSRVVLEOH7KHUHLV
RQO\WKHDUWLILFLDO P\WK´ 

RQWRORJ\ ZKHUHE\ EHLQJ UHWDLQV LWV IUHHGRP WRH[SHULHQFH LWVHOI LQ UHODWLRQ WRDZRUOG DV
JLYHQ WRFRPPXQLFDWH LWV VXEMHFWLYLW\ LQ UHODWLRQ WRWKHREMHFWV LW HQFRXQWHUV DQGWR
PHGLDWH WKLV GLIIHUHQFH GLVWDQFH WKURXJK DOLYLQJ ODQJXDJH +LV GLVWLQFWO\ &KULVWRFHQWULF
HWKLF FDQQRW EHGHWHUPLQHG LQ DGYDQFH E\DQ\RQHIRUP EXW UDWKHU HPHUJHV DVD
FRQYHUJHQFH RIPDQ\ IRUPV LQ UHVSRQVH WRDSDUWLFXODU TXHVWLRQ SUHVHQWHG DWDSDUWLFXODU
WLPH 7KLV LV WKHUHDVRQZK\ (OOXO 3UHVHQFHDGDPDQWO\ UHMHFWVWKHQRWLRQ RID³&KULVWLDQ
HWKLF ´ LI WKH WHUP³HWKLF ´ LV GHILQHG DVDSULQFLSOH WREHDSSOLHG )RU(OOXO HWKLFV
VKRXOG QRWEHFRQVLGHUHG LQ WHUPV RIDQDFWLRQ GHVLJQHG WRSXWDQHQGWRDVLWXDWLRQ WKDW
DULVHV LQ WKHFRQWH[W RIUHDO OLIH E\JLYLQJ FORVXUH LQ DGYDQFH 7RDSSO\ DQ\ IL[HG
FRXUVHRIDFWLRQ WRZDUG DSUHVFULSWLRQ IRU HQGLQJ WKH WHQVLRQ EHWZHHQ WKLV ZRUOG DQGWKH
.LQJGRP RI*RGLV LQ (OOXO¶V YLHZ QRWKLQJ PRUH WKDQ DQH[HUFLVH LQ GHQLDO RIWKHKXPDQ
FRQGLWLRQ WKURXJK WKH HVWDEOLVKPHQW RI³JRRG FRQVFLHQFH ´ 5DWKHU (OOXO¶V
&KULVWLDQLW\ FRQVLVWV RI DUDGLFDO IRUP RI SUHVHQFH DQDWWLWXGH DQGD VW\OHRIOLIH WKDW
JLYHV SULPDF\ WRFUHDWLYH DQGVSRQWDQHRXV EHLQJ LQ WKHZRUOG QRWDIL[HG DQGGHWHUPLQHG
DFWLRQ RUGRLQJ LQ WKHZRUOG 
,Q3UHVHQFH(OOXO SRVLWLRQV DUKHWRULF RIFRUUHFWLRQ DJDLQVW WKHXQFRQVFLRXV
PHWDQDUUDWLYH RIWHFKQLTXH E\FRQQHFWLQJ WKH³OLIH ´ RIWKH VXEMHFWZLWK WKHSULPDF\ RI
EHLQJ RYHUGRLQJ +HHQJDJHV LQ DQH[SOLFDWLRQ RI KRZWKH FORVHGZRUOGRIWHFKQLFDO
FRQVFLRXVQHVV HOLPLQDWHV WKH OLIH RI WKHLQGLYLGXDO E\GHPDQGLQJ XQLIRUPLW\ RIDFWLRQ $V
DPHDQV H[LVWLQJ ZLWKLQ DV\VWHP RIPHDQV DEVHQW RI DQHQGWHFKQLTXH¶V H[FOXVLYHO\
YLVXDO UDWLRQDO IRUP SRLQWV RQO\ WRWKHYLVXDO LHWKHPDWHULDO 7KURXJK FRQVHTXHQWLDO
H[FOXVLRQ RI WKHLUUDWLRQDO DXWKHQWLF VSLULWXDOLW\ PXVW EHUHSODFHGE\DPDWHULDO IRUP RI
VSLULWXDOLW\ ± WKDWZKLFK H[SUHVVHV XVHYDOXH DORQH $VWHFKQLTXH DFKLHYHV WKHORFXV RI

WKH VDFUHGE\HOLPLQDWLQJ DOO P\VWHU\ DQGDWWKHVDPH WLPH SRVLWLRQLQJ LWVHOI DVWKHQHZ
VRXUFHRIP\VWHU\ LQ WKHZRUOG DOO SUHYLRXV H[SUHVVLRQV RIVSLULWXDOLW\ EHFRPHOLNHZLVH
UHGXFHG WRDPHDQV LH WRDXVHYDOXH LQ WKHV\VWHP (OOXO¶V UKHWRULF RI FRUUHFWLRQ LV
ERXQG WRUHYHODWLRQ RI WKHXOWLPDWH UHDOLW\ WKDW*RGDV WKH:KROO\ 2WKHU FDQQHYHU EH
XVHGIRU DQ\WKLQJ $VWKHTXHVWLRQ RI*RG¶V%HLQJ FDQQRW EHORFDWHG LQ KLVWRU\ WKDW
ZKLFK LVRIWKLV ZRUOG 'LYLQH %HLQJ FDQQRW EHSODFHG LQWR WKH VHUYLFH RIWKDWZKLFK WKH
ZRUOGRIPDQKDV FUHDWHG$Q\SXUSRUWHG IRUP RIVSLULWXDOLW\ WKDW UHOLHV XSRQ VXFK D
QRWLRQ RIµSXWWLQJ *RGWRZRUNRQPDQ¶V EHKDOI¶ LVPHUHO\ DQRWKHU H[SUHVVLRQ RI
WHFKQLTXH 7KH HPSKDVLV KHUHLV RQDFWLRQ QRW H[LVWHQFH
7RUHFDSLWXODWH (OOXO¶V FRQFHUQ LVIRU H[LVWHQFH DORQH IRU WKHYHU\ VXUYLYDO RI
KXPDQLW\ DVWKHSURMHFW RILQGLYLGXDO EHLQJV LQ HWKLFDO UHODWLRQ ZLWK %HLQJ EHLQJ IRU
%HLQJ EHLQJ +LV UKHWRULFDO VWUDWHJ\ LQ3UHVHQFH LQYROYHV DUHGLUHFWLRQ RI RXUDWWHQWLRQ
WRH[LVWHQFH WKURXJK DTXHVWLRQLQJ RIWKHXOWLPDWH YDOXH RIGRLQJ (OOXO ZDQWV UHDGHUV WR
FRQVLGHU KRZ WKURXJK WKHUHGXFWLRQ RIKXPDQ EHLQJ WRDPHDQV LHWRWKH)%6
WHFKQLFDO FRQVFLRXVQHVV HOLPLQDWHV WKH OLIH RIWKH LQGLYLGXDO E\GHQ\LQJ DXWKHQWLF
VSLULWXDOLW\ GXHWRWKHORVV RI GLDOHFWLF UHODWLRQ EHWZHHQPDWHULDO DQGVSLULWXDO UHDOPV
3UHVHQFH +HEULQJV DWWHQWLRQ WRWKH VSLULWXDO GDQJHU RQHHQFRXQWHUV WKURXJK WKH
VXEYHUVLRQ RI EHLQJ WRDFWLRQ
%\ WKHIRUPDWLRQ RIPDVVHV E\WKH DUWLILFLDO FUHDWLRQ RIP\WKV E\VWDQGDUGL]LQJ
RXUOLYLQJ DQGVRRQWKHUH LV DJHQHUDO PRYHPHQW WRZDUGXQLIRUPLW\ >HPSKDVLV
PLQH@ ZKLFK OHDGVPDQ PRUH DQGPRUH WRIRUJHW KLPVHOI DVKHLV FDXJKW XSLQ WKLV
JHQHUDO WHQGHQF\ RIRXUPHFKDQLFDO FLYLOL]DWLRQ $PDQ ZKRVSHQGV DOO KLV WLPH
 (OOXO 5HDVRQIRU%HLQJPDLQWDLQV WKDWWKLVLVWKHOHVVRQRI4RKHOHW*RG LV³QHYHUXVDEOHEXWKHLV
FRQVWDQWO\SUHVHQWDVFRQWUDGLFWLRQ´

LQ DFWLRQ E\WKDW YHU\ IDFW FHDVHVWROLYH    ,Q WKHSHUIHFW ZRUNLQJ RIKLV HQJLQH
KHKDVORVW KLV VRXO´  3UHVHQFH
7KHEHDULQJ RI(OOXO¶V WKHRORJLFDOO\ LQIRUPHG H[LVWHQWLDOLVP XSRQKLV HWKLFDO SHUVSHFWLYH
FDQQRW EHPRUH FOHDU GRLQJ LVQRW OLYLQJ ± EHLQJ LVOLYLQJ ([WHQGHG DVDSKLORVRSK\ RI
FRPPXQLFDWLRQ WKLV RQWRORJLFDO SULRULW\ LPSOLHV WKDW WKHH[SUHVVLRQ RIEHLQJ FDQQRW EH
VHSDUDWHGIURP LWV UHIHUHQW DFRQFUHWH LQGLYLGXDO VLWXDWHG LQ WLPH SODFH DQGVSDFH$VD
ILQDO PRYH LQKLV UKHWRULF RIFRUUHFWLRQ (OOXO RIIHUV DQ LPSOLFLW SUHVFULSWLRQ IRU
RYHUFRPLQJ WKH LPSRVLWLRQ RIWHFKQLFDO IRUP LHDFWLRQ DVWKHPDVWHU RIEHLQJ ZLWKLQ D
WKHRORJLFDO IUDPHZRUN 
5HGHHPLQJWKH:RUOG WKURXJK 5HFRYHU\RIWKH%HLQJRIWKH6XEMHFW
$VDUHVSRQVH WRWKHSUREOHP RI WHFKQRORJ\ DVFRQVWLWXWHG E\DQGFRQVWLWXWLYH RID
ILUVWRULHQWLQJ IRUP RIEHLQJ WKH)%6(OOXO¶V UKHWRULF RI FRUUHFWLRQ LQ 3UHVHQFH 
KLQJHV XSRQ DQLPSRUWDQW RQWRORJLFDO GLVWLQFWLRQ FRQWHPSODWHG LQ DQRWKHU WKHRORJLFDO
ZRUNZKLFK (OOXO LQLWLDOO\ EHOLHYHG ZRXOG EH³WKH ODVWZRUG ´ LQ KLV FRUSXV 5HDVRQIRU
%HLQJ 7KLV RQWRORJLFDO GLVWLQFWLRQ FDQEHIXUWKHU H[SODLQHG E\
FRQVLGHULQJ WKHSKHQRPHQRORJLFDO GLVWLQFWLRQ EHWZHHQEHLQJ YVEHFRPLQJ 7KLV LVD
WKHPH EURDGO\ LPSOLFDWHG WKURXJKRXW (OOXO¶V ZRUNEXW QHYHU H[SOLFDWHG LQ QDUURZO\
SKLORVRSKLFDO WHUPV EHFDXVHKLV SURMHFW UHPDLQV JURXQGHG LQ DQDUUDWLYH RI RULJLQ WKDW
SUHFHGHV*UHHNWKRXJKW LH DKLVWRULFDOO\ SULRU IRUP RIZLVGRP WKDW VXUYLYHV LQ DQFLHQW
+HEUDLF WKHRORJ\ +RZHYHU IRU WKHSXUSRVHRI HQODUJLQJ WKHXQGHUVWDQGLQJ RI WKHFULWLFDO
GLIIHUHQFH EHWZHHQ DXWKHQWLF EHLQJ DQG WHFKQLFDO EHLQJ DEULHI VXPPDU\ RIWKH
 (OOXO DGGHGWKHWKLUGDQGILQDOWH[W LQKLVWHFKQRORJLFDOWULORJ\ 7KH7HFKQRORJLFDO%OXIIWKUHH\HDUVDIWHUWKH
RULJLQDO )UHQFKSXEOLFDWLRQRI5HDVRQIRU%HLQJDQGFRQWLQXHGWRSXEOLVKDOPRVWXQWLOWKHWLPH RIKLVGHDWKLQ

RQWRORJLFDO GLVWLQFWLRQ EHWZHHQEHLQJ DQGEHFRPLQJ DVUHIOHFWHG E\(OOXO¶V
WKHRFHQWULFDOO\ LQIRUPHG SKLORVRSK\ PD\ EHKHOSIXO 
,Q(OOXO¶V HVFKDWRORJLFDO YLHZ RIUHDOLW\ RQO\ %HLQJ LV DQGKXPDQ EHLQJ DVD
OHVVHU IRUP FDQRQO\ FODLP DVHQVHRI LV LQ UHODWLRQ WRWKLV %HLQJ ZKLFK PDNHV DSHUVRQ¶V
SRVVLELOLW\ IRUH[LVWHQFH LQVHSDUDEOH IURP D5HIHUHQW WKDW GHQRWHV DSRLQW RI2ULJLQ LQ
(WHUQDO 7LPH %HFRPLQJ RQWKHRWKHU KDQG UHTXLUHV DPHWDSK\VLFDO DEVWUDFWLRQ RXWRI
WLPH DVWKHORFDWLRQ RIDOO WKDW LV UHYHDOHG IURP WKHSUHVHQW WRDQXQGHWHUPLQHG SRLQW LQ
WKH IXWXUH $VDQDEVWUDFWH[SUHVVLRQ RIEHLQJLQDFWLRQ WKHQRWLRQ RI³EHFRPLQJ ´ UHOLHV
XSRQSUHGLFDWLRQ ILUVW DQGDVXEMHFW VHFRQG ,WVDWWHQGDQW UHIHUHQW LV WKHUHIRUH QRQ
VSHFLILF DQGFDSDEOHRIDQRQ\PLW\ ZKLOH ³EHLQJ ´ UHOLHV XSRQ WKHH[LVWHQFH SUHVHQFHRID
FRQFUHWH VXEMHFW VHSDUDWHGIURP REMHFWVE\GLVWDQFH LQ FRQFUHWH WLPH DQGVSDFH6LQFH
EHFRPLQJ LV QRWSULPDULO\ DWWHQWLYH WREHLQJ EXWUDWKHU WRLWV DFWLRQ LW FDQEHFRQVLGHUHG
DIRUP RI QRQEHLQJ 3XW DQRWKHU ZD\ ³EHFRPLQJ ´ LV DIRUP RIQRQEHLQJ EHFDXVH LWV
DEVWUDFW IRUP KDVWUDQVJUHVVHG WKH OLPLWV RI EHLQJ UHQGHULQJ LW LQFDSDEOH RIDXWKHQWLF
SUHVHQFH (OOXO¶V SURMHFWLQ3UHVHQFH LV WRUHFRYHU WKHQRWLRQ RIEHLQJ DVWKH
FRPPXQLFDWLRQ RISUHVHQFH DQGWRUHIXWH WKHQRWLRQ WKDW DIRUP RISXUHDFWLRQ LV FDSDEOH
RIFRQIODWLRQ ZLWK WKLV WHUP 
(OOXO¶V ILUVW FULWLFDO PRYH LV WRGHQ\ WKHFRQIODWLRQ RI EHLQJ DQGGRLQJ ZKLFK FDQ
EHH[SODLQHG LQ WHUPVRI WKH)%6VWUXFWXUH E\DVVRFLDWLQJ WKH DXWKHQWLFDOO\KXPDQ
V\PEROLF DVDQH[WHQVLRQ RULPLWDWLRQ RI'LYLQH H[SUHVVLRQ FRPPXQLFDWLRQ EHWZHHQ
 (OOXO¶V UHMHFWLRQRIDSXUHO\SKLORVRSKLFDORQWRORJLFDOQRWLRQRIEHLQJLVH[SODLQHG LQ5HDVRQIRU%HLQJZKHUH
(OOXO QRWHVWKDWWKH+HEUHZODQJXDJH³QHYHUFRQMXJDWHVWKHYHUE³WREH´LQWKHSUHVHQWWHQVH    1RRQHFDQVD\
DEVROXWHO\LQ+HEUHZ ³,DP´H[FHSW    ³+HZKR,V´    ZHFDQQRWHYHQFODLP SURXGO\WKDWZHKDYH%HLQJLWVHOI
LQWKHSUHVHQW´




&UHDWRUDQGFUHDWXUH UHIHUHQW DQGWKH WKLQJ UHIHUUHG WR,QWKLV UHJDUG(OOXO +XPLOLDWLRQ
PDLQWDLQV WKDW*RG¶VSULYLOHJHG IRUP RI FRPPXQLFDWLRQ LV WKH:RUG7KDW*RG
VSHDNVPHDQV +HLV LQ DUHODWLRQVKLS WKDW LV ERWKUHDO DQGFRQFUHWH 7KH UHDOLW\ RI
WKLV UHODWLRQVKLS LVPDGHSUHVHQW LQ WKHOLYH HYHQW WKHXQLW\ RIVSHDNLQJ DQGOLVWHQLQJ KHOG
WRJHWKHU ZLWKLQ DSDUWLFXODU PRPHQW )RU(OOXO 3UHVHQFH DOO PHDQV DYDLODEOH
ZLWKLQ WKHHDUWKO\ NLQJGRP DUHGHVLJQHG WREHDSSRLQWHG IRU*RG¶VXQLTXH HQG $V
LQ WKHXQLW\ RIUHODWLRQ WKDW WDNHVSODFH LQ WKH OLYH PRPHQW RI VSHDNLQJ DQGOLVWHQLQJ
VSLULWXDO DQGPDWHULDO UHDOPV DUHQRW WREHVHSDUDWHG EXWUDWKHU WDNHQ WRJHWKHU (OOXO
H[SODLQV WKLV XQLW\ LQ WKHIROORZLQJ WHUPV
³   LW LVZURQJ WRVHSDUDWHWKH WZRRUGHUVPDWWHU DQGVSLULW JUDFH DQGWKHODZ ,Q
UHDOLW\ WKHWZRRUGHUVRI SUHVHUYDWLRQ DQGRIUHGHPSWLRQ DUHQRWVHSDUDWHG EXW
WKH\ DUHLQWHJUDWHG WKHRQHLQ WKHRWKHU $OO WKH DFWLRQV RIPDQ DUHVXEMHFW WRWKH
ORUGVKLS RI -HVXV&KULVW 7KHPHDQV DUHDSSRLQWHG IRU WKDW XQLTXH HQG    ´
3UHVHQFH 
7KH FUX[RI(OXO¶V UKHWRULF RIFRUUHFWLRQ ILQGV LWV JURXQG LQ KLV HVFKDWRORJLFDO WKHRORJLFDO
SHUVSHFWLYH WKHDOUHDG\EXWQRW \HWZKLFK GHILQHV FRPPXQLFDWLYH DFWLRQ DVGHSHQGHQW
XSRQ WKH SUHVHQFHRIEHLQJ 7KLV LV DIRUP RIEHLQJ UHIOHFWHG LQ DQGE\WKH OLYLQJ 0DQ 
:RUGWKURXJK WKH OLYLQJ PDQ ZRUG ³DOO WKHPHDQV DWRXUGLVSRVDO ´ LQFOXGLQJ WHFKQLFDO
PHDQV ³PD\ EHSXWLQ WKHLU ULJKW SODFH LI WKH\ DUHVHWLQ WKHSHUVSHFWLYH RIWKDW HQG
DOUHDG\ SUHVHQW LQ WKHPHDQV WKDW*RGXVHV>WKHZRUG@ ´ 3UHVHQFH ,I WKHVH WHFKQLFDO
PHDQV DUHWREHUHRUGHUHG³LQ WKH OLJKW RI>WKH@ HVFKDWRORJLFDO HYHQW WKH\PXVW FHDVHWR
EHOLPLWOHVV LQ WKHLU GHPDQGV ´ IRU LW LVWKHLU ³HVFKDWRORJLFDO FRQWHQW´ WKDWPDWWHUV DQG
QRWKLQJ HOVH LHWKHLU ³IDFXOW\ RI EHLQJ LQWHJUDWHG XQGHU WKHORUGVKLS RI-HVXV&KULVW ´

3UHVHQFH 7KLV WKHRORJLFDO SRVLWLRQ UHTXLUHV (OOXO +XPLOLDWLRQ WRPDNHDVWDWHPHQW
WKDW DOVRSUHVHQWV DVHFXODU JURXQG IRU DQHWKLFDO FRRUGLQDWH ZLWKLQ WKHGLVFLSOLQH RQHWKDW
FRQQHFWV FRQWHQW ZLWK VLWXDWLRQ EHLQJ ZLWK WKHOLYH HYHQW 
(OOXO 3UHVHQFHVSHDNVRIWKH FDSDFLW\ RI WKHVH WHFKQLFDO PHDQV WREHUHJDUGHG
VHSDUDWHO\ IURP KXPDQ DFWLYLW\ LIWKH\ DUHGHSHQGHQW XSRQ WKHSUHVHQFH RIDPELJXRXV
EHLQJ DVJLYHQ LQ HDFKLQGLYLGXDO DQGQRW LQ WHUPV RIDQH[WHULRU TXDOLW\ VXFK DVDYLVXDO
GHPRQVWUDWLRQ WKDW KDVEHHQDGGHG WREHLQJ
³7KH\ DUHQRWJRRGRUEDGWKH\ DUHFDOOHG WRHQWHU LQWR WKH.LQJGRP RI/RYHDQG
WKH\ DUHDEOH HLWKHU WR HQWHU LW RUWKH\ DUHQRW7KH\ DUHHLWKHU LQVLGH RURXWVLGH WKH
*DWHVRI WKH+HDYHQO\ -HUXVDOHP 7KHLU JORU\ PD\ RUPD\ QRWEHEURXJKW DV
WULEXWH WRWKHJORU\ RI*RG7KXVLWLVQRWDQH[WHULRUDQGDGGHGTXDOLW\WRWKHVH
PHDQVZKLFKZHKDYHWRFRQVLGHULWLVWKHLUVLWXDWLRQLWVHOI>HPSKDVLV PLQH@ 1RU
DUHZHIRUFHG WRFRQVLGHU WKHLU LPPHGLDWH JRDO EXW WKHLU DFWXDO FRQWHQW WKLV
PHDQV ZHRXJKW WRUHJDUG WKHP IDU OHVV DVD³PHDQV ´ WRVRPHWKLQJ WKDQ DVKXPDQ
DFWLYLWLHV ´ 
$VDILUVW FRQVLGHUDWLRQ LW LV LPSRUWDQW KHUHWRHPSKDVL]H (OOXO¶V LPSOLFDWLRQ WKDW FRQWHQW
LV HLWKHU DUHIOHFWLRQ RIEHLQJ H[LVWHQFH RULW LVQRW 7KLV LV QRWDTXHVWLRQ RIJRRGRU
EDGULJKW RUZURQJ EXWZKHWKHU OLIH LV SUHVHQW DQGLV UHSUHVHQWHG LQ WKHHQFRXQWHU RUQRW
)RU(OOXO WKLV LV DOVR DTXHVWLRQ RIZKHWKHU OLIH ± FRQWHQW DVDQH[SUHVVLRQ RIDPELJXRXV
EHLQJ ± VSHDNVIURP EHLQJ LQGLUHFW UHVSRQVH WRDQRWKHU OLIH DGLIIHUHQW DPELJXRXV EHLQJ
ZLWK DGLIIHUHQW H[SUHVVLRQ RIFRQWHQW 7KHTXHVWLRQ RIZKHWKHU WKHVHXQLTXH IRUPV RI
H[SUHVVLRQ DUHDEOH WRHQWHU LQWR WKH.LQJGRP RI/RYH LV QHYHU DTXHVWLRQ RIDQ\WKLQJ
PRUHWKDQ EHLQJ 7KHSDVVDJH DERYHIXUWKHU SRLQWV WR(OOXO¶V WKHRORJLFDO SRVLWLRQ WKDW WKH

WHQVLRQ RI DPELJXLW\ ± FUHDWHGE\GLVWDQFH DQGGLIIHUHQFH ± EHWZHHQ DXWKHQWLF EHLQJV LQ
UHODWLRQ LV SDUWRI WKHKXPDQ FRQGLWLRQ 3RVW)DOO $Q\ PHWKRG RIUHVROYLQJ WKLV WHQVLRQ
LQYROYHV DGHQLDO RI WKH³HVFKDWRORJLFDO FRQWHQW ´ LH WKHLU ³IDFXOW\ RIEHLQJ LQWHJUDWHG
XQGHU WKH ORUGVKLS RI -HVXV&KULVW ´ 3UHVHQFH7KH HVFKDWRORJLFDO FRQWHQW DVZHOO DV
DQ\ WUXWKIXO FRQWHQW UHIOHFWHG IURP DVRFLRORJLFDO SRVLWLRQ GHSHQGVXSRQ DVHSDUDWLRQ
UHDOL]HG WKURXJK WKH FRQVFLRXVQHVV RIGLVWDQFH EHWZHHQ EHLQJV
(OOXO¶V HPSKDVLV RQFRQWHQW RYHU ³JRDO´  LQ WKHSDVVDJHTXRWHG DERYHJLYHV
SULRULW\ WREHLQJ RYHUDFWLRQ SDUWLFXODUO\ ZKHQ VHHQ LQ WHUPV RIWKHDEVWUDFW FRQFHSW RI
EHFRPLQJGLVFXVVHG HDUOLHU )RU(OOXO ³FRQWHQW ´ GHSHQGVXSRQ DFRQFUHWHFRQWDLQHU RI
EHLQJ ± WKHLQGLYLGXDO ± ZKR LQ KLV KHU UHFRJQLWLRQ RIVHOI DVVXEMHFW LQ UHODWLRQ WRWKDW
ZKLFK LV QRWWKH VHOI LV FDSDEOHRIPHGLDWLQJ WKLV SHUFHLYHG UHODWLRQ LQ FRQWH[W 7KH
SDUWLDOO\ LWDOLFL]HG WHUPV XVHGKHUH WRGHVFULEH WKHQDWXUH RIWKLV XQLW\ RUUHODWLRQ
FRQVLGHUHG LQ SXUHO\ HW\PRORJLFDO WHUPV VLJQLI\ RUGHQRWHWKHSUHVHQFHRIDQ
DPELJXLW\ 7REHVHSDUDWHGIURP ³PHDQV ´ ³KXPDQ DFWLYLW\ ´ PXVW EHUHJDUGHG IURP
WKHSRLQW RI EHLQJ ZKLFK LQ UHFRJQLWLRQ RI LWVHOI DSDUWIURP WKHDFWLRQ RI FRPPXQLFDWLQJ
DOZD\V H[SHULHQFHV DUHWXUQ WRLWVHOI QRW IURP GRLQJ DVDSXUHDFWLRQ ZKLFK DSDUWIURP
LWV RULJLQ LV LQFDSDEOH RI DUHWXUQ )LQDOO\ (OOXO 3UHVHQFHLQYLWHV XVWRWDNHWKH
³ODUJHVW VWHS ´ LQ UHDOL]LQJ WKH VHSDUDWLRQ EHWZHHQ EHLQJDVSUHVHQFH DQGWKH DEVWUDFW
³WKHUHQHVV ´ RIWHFKQLFDO FRQVFLRXVQHVV +HDVNVXV WRFRQVLGHU WKDW
 (OOXO -³7HFKQLTXHDQGWKH2SHQLQJ&KDSWHUVRI*HQHVLV´SS
 ,QRWKHUZRUGVWKH³FRQWH[W´RIPHGLDWLRQ UHTXLUHVWKDW³FRQWHQW´EHLQFDUQDWHGLQDOLYLQJSHUVRQ




³QRSXUHO\ KXPDQ DFWLYLW\ ± DOO WKLV ZRUNRIPDQ ZKLFK WRGD\ILOOV WKH ILHOG RIRXU
YLVLRQ ± LV UHDOO\ D³PHDQV ´ DWDOO ,QUHDOLW\ LW LV QRORQJHU DPHDQV IRUDQ\WKLQJ LW
LV RQO\ DQDFWLYLW\ DQGDVDQDFWLYLW\ LW LVDOVR VXEMHFW WRWKLV FRQFHSWLRQ RI WKH
PHDQV ZKLFK WKH&KULVWLDQ IDLWK VKRZVXV2QO\ WKLV DFWLYLW\ LV QRWPDG DQG
LQFRKHUHQW LWLV SHUIHFWO\ RUGHUHGDQGDUUDQJHG ,WFRQVLVWV RIDOO WKRVH HIIRUWV
RIPRGHUQ PDQ EXWSXW LQ WKHLU ULJKW SODFH DQGGLYHVWHG RIWKHLU YDVW
VLJQLILFDQFH ´ 
,QDGGLWLRQ WRFODULI\LQJ KLV WKHRFHQWULFDOO\ LQIRUPHG SKLORVRSKLFDO GLVWLQFWLRQ EHWZHHQ D
³PHDQV ´ DQG³KXPDQ DFWLYLW\ ´ WKHSDVVDJHDERYH OHQGV VXSSRUW WR(OOXO¶V SRVLWLRQ WKDW
WKH DXWKHQWLFDOO\KXPDQ LQVWLWXWLRQV ZKLFK FXOPLQDWH DVFXOWXUH DUHUHIOHFWLYH RI DQRUGHU
QRWDV\VWHP ,QUHDOLW\ FXOWXUH FDQQRW EHWKHSURGXFW RIDV\VWHP EHFDXVH LWUHOLHV XSRQ
RQH¶V DZDUHQHVV DQG V\PEROLF H[SUHVVLRQ RIDQXQUHVROYDEOH WHQVLRQ EHWZHHQ EHLQJ DQG
ZRUOGZKLFK (OOXO GHHPVFKDUDFWHULVWLF RIWKHKXPDQ FRQGLWLRQ $XWKHQWLFDOO\ KXPDQ
IRUPV RI V\PEROL]DWLRQ H[SUHVVHG WKURXJK WUDGLWLRQDO ODQJXDJH DQGFXOWXUH DUH
UHSUHVHQWDWLYH RIDPHGLDWLRQ FRQVWLWXWLYH RIDPXOWLSOLFLW\ RI IRUPV H[SUHVVLYH RI D
PXOWLSOLFLW\ RIEHLQJV DOO RIZKLFK FRH[LVW LQ GLDOHFWLF WHQVLRQ WRVHUYH DXWKHQWLFDOO\
KXPDQ HQGV
7RUHFRYHU WKLV WHQVLRQ RIDXWKHQWLF KXPDQ UHODWLRQV (OOXO PDLQWDLQV WKDW LW LV
FULWLFDO IRU WKH LQGLYLGXDO WRRYHUFRPH DFWLRQ DVPDVWHU IURPWKHSRVLWLRQRIWKH
LQGLYLGXDO7KLV LV DWDVNIRU WKHLQGLYLGXDO DORQH EHFDXVHLW LQYROYHV DUHIOHFWLRQ LQ IDLWK
ZKLFK LV HQDFWHG DVDQDWWLWXGH WRZDUGWKHPHHWLQJ RIRQH¶V QHLJKERU IRUWKHSXUSRVHRI
DWWHQGLQJ WRDXWKHQWLFDOO\ KXPDQ HQGVZLWKLQ (WHUQDO 7LPH (OOXO IROORZLQJ .LHUNHJDDUG
)HDUDQG7UHPEOLQJ YLHZV IDLWK DVLQFDSDEOH RISRVVHVVLQJ DFRUSRUDWHGLPHQVLRQ

7KHUHIRUH WKHRYHUFRPLQJ RIDFWLRQ DVPDVWHU PXVW UHPDLQ DQLQGLYLGXDO XQGHUWDNLQJ ± LW
PXVW EHJURXQGHG LQ DQHWKLF DQGQHYHU DUXOH ZKLFK GHVFHQGV IURP DFRUSRUDWH IRUP RI
PRUDOLW\ 7KLV XQLTXHO\ LQGLYLGXDO IRUP RIDFWLRQ DWWHQGV WRWKUHHEDVLF ³QHFHVVLWLHV´ WKDW
(OOXO 3UHVHQFH PDLQWDLQV FDQQRW EHFRRSWHGE\WHFKQLFDO QHFHVVLW\ 
³WKHQHFHVVLW\ IRU WKH&KULVWLDQ WRUHSUHVHQW WKH HQGLQ DFWXDO OLIH WKHQHFHVVLW\
WRJLYH WKHZRUOG DWUXHSHUVSHFWLYH >DQG@ WKHQHFHVVLW\ WRUHGLVFRYHU VHFRQGDU\
DLPV IRU DFWLYLW\ LWVHOI ± $OO WKLV SUHVXSSRVHV WKDW DFWLRQ LV QRORQJHU PDVWHU DQG
WKDWZKDWZHQHHGWRGRLV WROLYH DQG WRUHIXVH WRDFFHSWWKHPHWKRGV RI DFWLRQ
SURSRVHGE\WKHZRUOG ´ 
&RQVHTXHQWO\ (OOXO 3UHVHQFHWDNHVWKH FRUUHVSRQGLQJ SRVLWLRQ WKDW ³>W@KH FHQWUDO
SUREOHP RI WKH&KULVWLDQ WRGD\KDVQRWKLQJ WRGRZLWK QRWNQRZLQJ KRZ WRDFW ´ ± WKDW LV
LQ UHDOLW\ WKHTXHVWLRQ KDVQRWKLQJ WRGRZLWK PHWKRG 2QWKHFRQWUDU\ ZHDUH
VHUYDQWV WRWHFKQLTXH EHFDXVH ³&KULVWLDQV DUHVRGHHSO\ LPEXHG ZLWK WKHIXQGDPHQWDO
GRFWULQHV RIWKLV ZRUOG ´ LHUXOHV IRU OLYLQJ UDWKHU WKDQ OLYLQJ LWVHOI ³WKDW WKH\QRORQJHU
KDYH DQ\ OLEHUW\ RIWKRXJKW RURIOLIH ´ :HDUH³ERQGVHUYDQWV ´ RI WHFKQLTXH DQG
WKH WHFKQRORJLFDO V\VWHP ZKLFK
³PHDQV WRDFFHSWWKH IXQGDPHQWDO RXWORRN RIWKHZRUOG WRVKDUHLWV SUHMXGLFHV DQG
LWV UHDFWLRQV :HKDYH ORVW WKHPHDQLQJ RIWUXH DFWLRQ DFWLRQ ZKLFK FRPHV
IURP WKHKHDUWZKLFK LVWKHSURGXFW RIIDLWK DQGQRWRIP\WK RURISURSDJDQGD RU
RI0DPPRQ :KDWPDWWHUV LVWR OLYHDQGQRW WRDFW,QWKLV ZRUOG WKLV LVD
UHYROXWLRQDU\ DWWLWXGH IRU WKHZRUOG RQO\ GHVLUHV XWLOLWDULDQ DFWLRQ DQGKDVQR
GHVLUH IRU OLIH DWDOO :HFDQQRW H[DJJHUDWH WKH VLJQLILFDQFH RIEHLQJ VSLULWXDOO\
DOLYH :HPXVW JHW ULG RIWKH LGHDRI ³WKH VRXQG PLQG LQ WKH VRXQGERG\ ´

ZKLFK LV DQRWKHU ZD\RI JHWWLQJ ULGRI³OLIH ´ IRU WKHVDNHRI³DFWLRQ ´ ,WLV DW
WKLV SRLQW WKDWPHDQV FDQEHSXW LQ WKHLU ULJKW SODFH ´ 3UHVHQFH 
7HFKQLFDO UHDOLW\ LV KHOG WRJHWKHU E\DV\VWHP RI EHOLHI EDVHGXSRQ DVLQJXODU IRUP RI
³NQRZLQJ ´ ZKLFK LQIRUPV ³VKDUHG SUHMXGLFHV ´ WKDW SUHVFULEH DVWULFWO\ FRUSRUDWH IRUP RI
DFWLRQ ,QRUGHUWRJXDUDQWHH FRRSHUDWLRQ ZLWK WKHPDVV LQGLYLGXDO EHLQJ PXVW ORVH LWV
FRQFUHWH UHDOLW\ LQ RUGHUWREHUHGXFHG WRD³PHDQV ´ IRU WKHFUHDWLRQ DQGPDLQWHQDQFH RI
WKH DEVWUDFW LGHD RID³PDVV PDQ ´ (OOXO 3UHVHQFHPDLQWDLQV WKDW LW LVLPSRVVLEOH WR
³NQRZ ´ DQ\RQH RUDQ\WKLQJ DWDGLVWDQFH LH WKURXJK PHUH WUDQVPLVVLRQ RIDQLPDJH ± D
PHUH ³VKDGRZ ´ RIUHDOLW\ DEVWUDFWHGRXWVLGH RI DFRQFUHWH OLIH HYHQW ³.QRZLQJ ´
EHJLQV LQ WKHXQLW\ RIKHDULQJ DQGOLVWHQLQJ LQ WKHOLYLQJ HQFRXQWHU 7KXV IRU(OOXO HYHU\
DXWKHQWLF IRUP RINQRZLQJ LV ERWKORFDO LQWHUSHUVRQDO DQGLQYROYHV WKH LQWHUVHFWLRQ RI
PXOWLSOH IRUPV RIEHLQJ 
(OOXO¶V SURMHFWDLPV WRUHPLQG XVWKDW WKH LGHD RIDPDVV OLIH LV QRWDFRQFUHWH
UHDOLW\ EXWUDWKHU FRQVLVWV RI DQHQVHPEOH RI DEVWUDFWLRQV DQHQVHPEOH RIPHDQV$VD
PDQPDGH FUHDWLRQ WKLV LGHDRIUHDOLW\ FDQEHFDOOHG LQWR TXHVWLRQ RQO\ ZKHQ WKH6SLULW RI
0DQPDQ HQWHUV LQWR WLPH DVDFRQFUHWH SUHVHQFH SLHUFLQJ WKH FORVHGZRUOG RIUHSHWLWLYH
UHSURGXFWLRQ FKDUDFWHULVWLF RIWHFKQLTXH¶V VXEVWDQFH RQWRORJ\ DQG WKURXJK WKLV µUHDO¶
LQWHUUXSWLRQ FUHDWLQJ DVSDFHIRUWKHRWKHU WRKHDU DQGUHVSRQG WRWKH FDOO RIEHLQJ IRU
EHLQJ 6XFK D³UHYROXWLRQ ´ LQ WKRXJKW GHSHQGVQRWXSRQ DUHIRUPDWLRQ RIEHOLHI EXW RQ
 :KDWLVEHLQJGHVFULEHGKHUHLV(OOXO¶V FRQFHSWLRQRIWKHZRUNRIWKH&KULVWLDQ ZLWQHVV LQIDLWKZKLFKLVUDGLFDOO\
DWWHQWLYHWRWUXWKLQFRPPXQLFDWLRQ DVDVLJQRIEHLQJIRU EHLQJ+RZHYHU(OOXO +XPLOLDWLRQPDLQWDLQV WKDWWKLV
DFWLRQILQGVLWVVRXUFHLQDKLJKHUUHODWLRQ WKDWRIEHLQJWKHVLJQIRU %HLQJ ³>7@KHSHUVRQZKRVSHDNVLVDWUXH
ZLWQHVVRQHZKRLQWURGXFHVVRPHWKLQJQHZDQGXQH[SHFWHGLQWRDJLYHQVLWXDWLRQWKXVEULQJLQJDERXWDUXSWXUHDQG
UHYHUVDORIWKHVLWXDWLRQ7KHZLWQHVVLQWURGXFHVWKH:KROO\2WKHULQWRRXUYLVLEOH FRQFUHWHPHDVXUDEOHDQG





D³UHGHHPLQJ RIWKH WLPH ´ E\DQDFWRIIDLWK ± WKURXJK DQ LQGLYLGXDO ZKROLYHV WRUHVWRUH
WKH LPSRUWDQFH RIWKHHYHQW E\DWWHQGLQJ WREHLQJ LQ HYHU\ HQFRXQWHU ZLWK EHLQJ
3UHVHQFH(OOXO¶V UHVWRUDWLRQ RI WKHVXEMHFW LVWKHUHIRUH DERYHDOO DWKHRORJLFDOO\
JURXQGHG PRYH 7KLV UHVWRUDWLRQ UHOLHV XSRQ LQGLYLGXDO KHDULQJ RIWKH:RUGZRUGDQG
WKH IUHHGRP RIVXEMHFWLYLW\ UHTXLUHG LQ RUGHUIRU WKLV UHODWLRQ WRFRPHLQWR ³EHLQJ ´ DWDOO 
7KLV LVZK\ IRU(OOXO ³KRSH ´ FDQRQO\ FRPHLQWR WKHZRUOG WKURXJK UHYHODWLRQ ± DQ
LQGLYLGXDO ZKRKHDUV DQGUHVSRQGV DVDQLQGLYLGXDO ZLWQHVV WRWKLV UHYHDOLQJ
(OOXO¶V ,QGLYLGXDOLW\ RI&ROOHFWLYH+RSH
(OOXO¶V SURMHFWLQ 3UHVHQFH LQYROYHV WKHGLVUXSWLRQ RIWHFKQRORJLFDO FRQVFLRXVQHVV
WKURXJK WKHRSHQLQJ RIDVSDFHZKHUHPDQ\ IRUPV RIEHLQJ DUHIUHHWREH UHFRJQL]HG DQG
KHDUG LQ WKHLU QDWXUDO VWDWHRIJLYHQQHVV LHDVH[LVWHQWLDOO\ RWKHUWRRQHDQRWKHU 7KLV
PRYH LQYROYHV DQLQWHUUXSWLRQ RIWKH)%6E\DVXEMHFW DVVHUWLQJ KLV KHUVHOI LQ UHODWLRQ WR
WKHZRUOG DVDVXEMHFW DPRYHZKLFK EHJLQV IURP DSRVLWLRQ RIUDGLFDO VXEMHFWLYLW\ 
5HFRJQLWLRQ RI DEHLQJ E\DERXW DQGIRU WKHSULPDF\ RIEHLQJ DOORZV WKH H[LVWHQWLDOO\
DZDUHVXEMHFW WRXQGHUVWDQG WKDW WKH ³HYHQW ´ FDQEHVHHQDVDQHSKHPHUDO ³VSDFH ´ RU
SHUKDSVPRUHSDUWLFXODUO\ DVDVSDWLDO PRPHQW LQ HYROXWLRQ ZKHUHPHDQLQJ HPHUJHV LQ
H[FOXVLYHO\ LQWHUSHUVRQDO DQG WHPSRUDO WHUPV 7KH HYHQW LVDVSDFHWKDW FDQQRW EHUHLILHG
EXWFDQEHUHQHZHG LQ DQRWKHU PRPHQW WKURXJK DUHWXUQ WRWKHSUHVHQFHRIEHLQJ )RU
(OOXO DXWKHQWLF FRPPXQLFDWLRQ WDNHVSODFHZLWKLQ WKHRUGHURI WKHHYHQW DQRUGHURI
JLYHQQHVV WKDW HVWDEOLVKHV OLIH DVDUHODWLRQ ZLWKDVDFRQWLQXRXVO\ UHFLSURFDO SURFHVVRI
JLYLQJ DQGUHFHLYLQJ 7KLV PRYH UHOLHV QRW RQEHOLHI SDUWLFXODUO\ &KULVWLDQ EHOLHI RUDQ\
IRUP RIFRUSRUDWH NQRZOHGJH VXFK DVSKLORVRSK\ EXWRQDQLQGLYLGXDO DFWRIIDLWK JLYHQ
RXWRI DQGLQREHGLHQFH WRDQLQGLYLGXDO¶V SHUVRQDO DZDUHQHVVRI WKH3UHVHQFHRI/RYH $

&KULVWLDQ H[SUHVVLRQ RIORYH PXVW EHJURXQGHG LQ DQLQGLYLGXDO DZDUHQHVV RIEHLQJ IRU
%HLQJ ZKLFK EULQJV DWWHQWLRQ WRDFRQWLQXRXV LQQHU FDOO WRSUDFWLFH DZDUHQHVV LQ WKH
ZRUOG DVDVLJQ RI WKLV FRQFHUQ (OOXO¶V WKHRORJLFDOO\JURXQGHG FRPPXQLFDWLYH SUD[LV
DLPV WRHVWDEOLVK WKHFRQGLWLRQV ZKHUHLQ WKH IRUP RI WHFKQLTXH PD\EHXOWLPDWHO\
GLVSODFHG WKHIRUP RI*RG¶VFRPPXQLFDWLRQ ZLWK ZRUOG LH WKH:RUGGUDZVWKH IRFXV
RIRXU DWWHQWLRQ WREHLQJ LQ UHODWLRQ ZLWK WKHEHLQJ RIWKHRWKHU DEHLQJ ZKRLV QRWPHEXW
LV OLNH PHLH GHWHUPLQHG E\WKH'LYLQH RUGHURIUHDOLW\ DVJLYHQ WRZRUNWRZDUG
FRPPRQ HQGVLQ WKHXQLW\ RI VLPLODULW\ DQGGLIIHUHQFH 
7KHSUDFWLFH RIFRPPXQLFDWLYH DZDUHQHVV IRU(OOXO EHJLQV E\UHFRJQL]LQJ WKH
RWKHU DVRQHZKRRFFXSLHV WKHVDPH VSDFHLQ WKHZRUOG DVLPPHGLDWHO\ SUHVHQWHG EXWLV
QRWPH ,WLVILUVW DQGIRUHPRVW DQDZDUHQHVV RI GLIIHUHQFH WKURXJK WKH UHDOL]DWLRQ RI
GLVWDQFH LQ FRQVFLRXVQHVV :HQHJRWLDWH RXU UHFRJQLWLRQ RIWKLV GLVWDQFH DQGGLIIHUHQFH
E\OLVWHQLQJ UHODWLQJ DQGEHJLQQLQJ DQHZ LQ WKH IUHVK HQFRXQWHU DWLPH JLYHQ LQ *UDFH
RXWRI/RYH DORQH )RU(OOXO WKHDXWKHQWLF HQFRXQWHU EHWZHHQ VHOI DQGQHLJKERU DOZD\V
SUHVXSSRVHV WKH H[LVWHQFH RI XQFHUWDLQ JURXQG EXWWKH HPHUJHQFH RIPHDQLQJ LV
GHSHQGHQW XSRQ WKLV GLDOHFWLFDOO\IRUPHG DQGXQUHVROYDEOH VSDFHRI XQFHUWDLQW\ (OOXO¶V
HWKLFDO SRVLWLRQ LV JURXQGHG LQ WKHQRWLRQ WKDWZHFDQQRW LPSRVH FHUWDLQW\ E\LPSRVLWLRQ
RIDQDUWLILFLDO IRUP RIWUXWK RQHWKDW VHHNVWRDEROLVK WKHVSDFHRIXQFHUWDLQW\ E\
HOLPLQDWLQJ WKHWHQVLRQ RIIRUP DQGEHLQJ LQUHODWLRQLQ RUGHUWR HVWDEOLVK FRQIRUPLW\
WKURXJK DVLQJXODULW\ RI DFWLRQ GRLQJ DQGLQWHQWLRQ EHLQJ 7KH DUWLILFLDO UHDOLW\ WKDW LV
 (OOXO 3UHVHQFHWDNHVWKHSRVLWLRQWKDWWKH&KULVWLDQPXVWEHDZDUHRIKLVVSHFLILFUROHDVDQLQVWUXPHQWRI*RG 
7KDWLVLI DQLQGLYLGXDOLVLQFRQVWDQWDZDUHQHVVRIKLVKHUUROHLWLVLPSRVVLEOHWRFRQIRUP WRWKLVZRUOGEHFDXVH
VXFKDUDGLFDO DZDUHQHVVPDNHVLWLPSRVVLEOHQRWWRH[SHULHQFH OLIH DVDWHQVLRQ (OOXO SODFHVWKHTXHVWLRQRI




WHFKQLTXH LV FRQVWLWXWHG E\WKH IXVLRQ RIEHLQJ ZLWK DIRUP RI DFWLRQ ZKLFK LQ WKH
UHGXFWLRQ RI WKHGLVWLQFW WRWKHVHOIVDPH EHFRPHV DVLQJXODULW\ ± WKH)%66LQJXODULW\
DVERWK DTXDOLW\ RI DFWLRQ DQGDQLGHQWLW\ LH DQHVVHQFHLVZKDW UHQGHUV(OOXO¶V
³PHDQV ´ DQRQ\PRXV 0DQDVWKH)%6LVWKH DQRQ\PRXV SHUVRQQRW LQ FRPPXQLFDWLRQ
ZLWK EXW LQ UHSURGXFWLRQ RI WKHDQRQ\PRXV SURGXFW WHFKQRORJ\ WHFKQHSOXV ORJRV
(OOXO¶V ³GLDOHFWLF ´ SURMHFW H[SUHVVHG WKURXJK WKHXQLW\ RI6\VWHP ZLWK 3UHVHQFH
FDQEHEULHIO\ H[SODLQHG LQ WKHIROORZLQJ WHUPV ZKLOH WKH)%6LV VHOIVDPH LQ LWV DFWLRQ 
H[SUHVVLRQ DQ HQRUPRXV GLVWLQFWLRQ UHPDLQV EHWZHHQ WKH DQRQ\PRXV SHUVRQDQGWKH
DQRQ\PRXV SURGXFW 7KH IRUPHU LV D'LYLQH FUHDWLRQ ZKLOH WKHODWWHU LVPDQPDGH 7KH
SRZHUWRRSHQ WKHVSDFHRIIUHHGRP DQGSRVVLELOLW\ UHPDLQV LQKHUHQW LQ WKHSHUVRQZKR LV
DEOH WR³KHDU ´ WKHLQQHU FDOO RI VSLULW WKDW LVFRQWLQXDOO\ XQGHU DVVDXOW DQG VXSSUHVVHGE\
WKH VSLULW RI WHFKQLTXH DSXUHO\ LPPDQHQW IRUFHRIFRPELQHG SV\FKLF DQGPDWHULDO
GRPLQDWLRQ 7KH UHDOLW\ RIWKLV VSLULWXDO FRQQHFWLRQ LV DPDWWHU RIIDLWK LQ UHDOLW\ DVJLYHQ
DQGQRW RIDFRQVWUXFWHG IRUP RIEHOLHI LWPXVW UHPDLQ LQGLYLGXDO LQ RUGHUWR
FRPPXQLFDWH DXWKHQWLF ³SUHVHQFH ´ DQGFDQQHYHU EHFRUSRUDWL]HG 2QH¶VLQDELOLW\ WR
KDYH D³SDUWQHU ´ LQ ³IDLWK ´ DV.LHUNHJDDUG )HDUDQG7UHPEOLQJUHPLQGV XV UHTXLUHV WKH
ORFXV RIWKLV SRZHUWREHUDGLFDOO\ VXEMHFWLYH E\UHDVRQ WKDW LWV IRUP RIUHDVRQ LV
LQFRPPXQLFDEOH ,WFDQRQO\ EHH[SUHVVHG LUUDWLRQDOO\ DQGWKHLUUDWLRQDO LV YLD WKH ³ORJLF
RIQHFHVVLW\ ´ GHQLHG HQWU\ LQWR WKHDUWLILFLDO UHDOLW\ (OOXO FDOOV ³WHFKQLTXH ´ 6\VWHP 
FI 2QH¶VLQDELOLW\ WRFRPPXQLFDWH IDLWK PHDQV WKDW WKH







SRZHUWRRSHQ WKHVSDFHRIIUHHGRP DQGSRVVLELOLW\ LV DQLQKHUHQWO\ LQGLYLGXDO SRZHU
IRXQGHG LQ WKHXQLW\ RI IOHVK DQG6SLULW WKDW LVE\LWV QDWXUH DGLDOHFWLF UHODWLRQ ZKLFK
FRQWLQXDOO\ VHHNVWRQHJRWLDWH DQGH[SUHVV WKHPHDQLQJ RIWKLV WHQVLRQ WKURXJK DQDFWRI
VSHHFK 7KHUHIRUH EHFDXVHRI WKH LQGLYLGXDO3HUVRQ SHUVRQ WKHSRVVLELOLW\ IRU VRFLHW\
WRILQG UHGHPSWLRQ IURP WHFKQLFDO VODYHU\ UHPDLQV RSHQWKURXJK WKHFRPPXQLFDWLRQ RI
KRSHJLYHQ RXWRIDORYH WKDW EHJLQV LQ IDLWK (OOXO¶V KRSH LVWKDW UHDGHUVRI 3UHVHQFH
ZLOO WKURXJK DQDFWRI DXWKHQWLF VSLULWXDO UHQHZDO ± LHDUHGLVFRYHU\ RIWKHRULJLQ RI
JLYHQQHVV WKDWPDNHV WKLV DZDUHQHVV SRVVLEOH ± UHFRJQL]H WKLV SHUVRQ LQ WKHPVHOYHV 
(OOXO¶V WKHRORJ\ LQIRUPV DGLVWLQFWO\ &KULVWLDQ SKLORVRSK\ RIFRPPXQLFDWLRQ
PDUNHGE\DQHWKLFDO µRXJKW¶ WKDW H[WHQGV QRWIURP DUXOH EXW DQLQYLWDWLRQ WREHWROLYH
RQH¶V OLIH WKURXJK DSDUWLFXODU VW\OH RI FRPPXQLFDWLRQ )RU(OOXO 3UHVHQFH³ODQJXDJH LV
QRWMXVW DZD\RI VSHDNLQJ ´ EXWVKRXOG UHSUHVHQW WKHIXOILOOPHQW RIWKHSULPDU\ &KULVWLDQ
PLVVLRQ ³WREH DVLJQ ´ 7KLV FRQQHFWLRQ EHWZHHQ VSHDNLQJ DQGEHLQJ UHYHDOV DXQLW\
RIIRUP DQG FRQWHQW WKDW FDQRQO\ EHH[SUHVVHG E\DVXEMHFW LQUHODWLRQ ZLWK DQREMHFW± D
UHODWLRQ WKDW GHSHQGVXSRQGLVWDQFH DQGGLIIHUHQFH LQRUGHUWREHUHDOL]HG (OOXO 7KH
3ROLWLFDO,OOXVLRQ FRQWHQGV WKDW DQ\PHDQV RI UHVROYLQJ WKLV WHQVLRQ HIIHFWLYHO\
H[WLQJXLVKHV WKHSRVVLELOLW\ RI KXPDQ ODQJXDJH DVFRPPXQLFDWLRQ ,IKXPDQ
FRPPXQLRQ YLD DXWKHQWLF FRPPXQLFDWLRQ WKH IRXQGDWLRQ RI DOO KXPDQ LQVWLWXWLRQV LV
UHSODFHGE\DSURFHVVRI UHSHWLWLYH DQGUHSURGXFWLYH H[FKDQJH FRQVWLWXWHG E\WKHDFWLRQ RI
WHFKQLTXH PLUURULQJ LWVHOI WKHQ DOO H[SUHVVLRQV RI³KXPDQLW\ ´ DVDUHIOHFWLRQ RIWKH
WHQVLRQ EHWZHHQ WKHVSLULWXDO DQGPDWHULDO UHDOPV ZLOO OLNHZLVH EHH[WLQJXLVKHG 7KLV
 5REHUW$:DX]LQVNL VSHDNLQJRIWKHQHFHVVLW\IRUDOLJQPHQW EHWZHHQ'LYLQH DQGKXPDQSXUSRVHVDVDQRUGHU
JLYHQLQH[LVWHQFHJURXQGVWKLVSUREOHP LQWKHTXHVWLRQRILPDJH E\DVVHUWLQJWKDWKXPDQLW\¶VGHYLDWLRQIURP WKH
³LPDJH´ RI*RG WRDQ³LPDJH´ RIKXPDQLW\¶VRZQFUHDWLRQFDQOHDGWRQRWKLQJRWKHUWKDQLWVH[WHUPLQDWLRQ
³7HFKQRORJLFDO3HVVLPLVP´ 

SRVVLELOLW\ IRUFHVXVWRFRQVLGHU WKHPRVW FKDOOHQJLQJ LPSOLFDWLRQ GHVFHQGLQJ IURP (OOXO¶V




7KH WZRPRVWZLGHO\DFNQRZOHGJHG FULWLFLVPV RI(OOXO¶V VRFLRKLVWRULFDO UHIOHFWLRQV RQ
WHFKQLTXH DUHWKDW(OOXO¶V WKHRU\ LV RYHUO\GHWHUPLQLVWLF DQGWKDW FRQVHTXHQWO\ KLV RYHUDUFKLQJ
YLHZ RIWHFKQRORJLFDO VRFLHW\ LV KRSHOHVVO\ SHVVLPLVWLF %H\RQG WKHVHSRVLWLRQV (OOXO¶V VRFLR
KLVWRULFDO FULWLFLVP RIWHFKQRORJLFDO VRFLHW\ KDV DOVREHHQGLVPLVVHG DVDQWLLQWHOOHFWXDOLVP DV
'DYLG 0HQQLQJHU ³3ROLWLFDO 'LVORFDWLRQ LQ D7HFKQLFDO 8QLYHUVH ´ QRWHV LQ KLV FRQVLGHUDWLRQ RI
(OOXO¶V GHQLDO RIDWHFKQRORJLFDO ³RUGHU ´ 2YHUDOO WKHPHVVDJH DGYDQFHGE\WKHVH
SKLORVRSKHUV RIWHFKQRORJ\ DFFRUGLQJ WR0HQQLQJHU LV WKDW ³DQ\ WKHRU\ DWWULEXWLQJ WRWHFKQRORJ\
WKHSRZHUWRLQIOXHQFH SURIRXQGO\ WKHFRXUVHRIVRFLDO GHYHORSPHQW VKRXOG QRW EHWDNHQWRR
VHULRXVO\ ´ 6XFK DGLVPLVVDO LJQRUHV WKH OLQJXLVWLF IRXQGDWLRQV WKDW XQGHUOLH (OOXO¶V WKHRU\
LH ILUVW WKDW WHFKQRORJ\ LV DORJRVDQGVHFRQG WKHDVVHUWLRQ WKDW WKLV SDUWLFXODU ORJRV SRVVHVVHV
DQRQWRORJLFDO DQGHSLVWHPRORJLFDO VWUXFWXUH WKDW IRUPV DVLW LQIRUPV LQ DKLVWRULFDOO\GLVWLQFW DQG
UHYROXWLRQDU\ PDQQHU )RU(OOXO 6RFLHW\WKHGLVPLVVLYH DWWLWXGH WRZKLFK 0HQQLQJHU UHIHUV
PHUHO\ H[HPSOLILHV WKHXQFRQVFLRXV DXWRQRP\ DQGPRUDOLW\ RI WHFKQLFDO FRQVFLRXVQHVV DQG
VXJJHVWV WKDW KXPDQ DFWLRQ ZLWKLQ WKHWHFKQRORJLFDO V\VWHP LV QRZEH\RQG DQ\ IRUP RIKXPDQ
HWKLFV 
2QWKHRWKHU KDQG DQXPEHU RIVFKRODUV VHHNLQJ WRXQGHUVWDQG (OOXO¶V SURMHFW IURP WKH
SRVLWLRQ RIKLV WKHRORJLFDO FRPPLWPHQWV DUJXH WKDW(OOXO¶V SURMHFW LVJURXQGHG LQ DGLVWLQFWO\
&KULVWLDQ PHVVDJH RIKRSHPDGHSRVVLEOH E\KLV SDUWLFXODU YLHZ RIIDLWK 0DQ\ RIWKHVH VFKRODUV
IURP WKH VWDQGSRLQW RI WKHYDULRXV SHUVSHFWLYHV WKDW JURXQG WKHLU LQVLJKWV DQGLQWHUSUHWDWLRQV
LPSOLFLWO\ VXJJHVW ZKDW WKLV SURMHFWDLPV WRPDNHH[SOLFLW XQGHUVWDQGLQJ (OOXO UHTXLUHV DWWHQWLRQ
WRDQ H[LVWHQWLDOO\SULPDU\ FRQVWUXFW RI KXPDQ FRPPXQLFDWLRQ WKDW(OOXO 6RFLHW\PDLQWDLQV ZDV

KLVWRULFDOO\ SUHVHQW LQ FRQVFLRXVQHVV XQWLO WDNLQJ DWXUQ VRPHWLPH DURXQG)URP WKLV
DSSUR[LPDWH SRLQW LQ KLVWRU\ WHFKQRORJLFDO UKHWRULF EHJDQ DUHYROXWLRQ LQ FRQVFLRXVQHVV E\
JUDGXDOO\ EXW SHUVLVWHQWO\ UHLI\LQJ DEVWUDFW REMHFWLYLW\ DQGWKHV\VWHPDWLF SDWWHUQV RIWKRXJKW
WKHUHE\ FUHDWHGXQWLO DFKLHYLQJ DUHLILHG PDVV FRQVFLRXVQHVV 
7KH LPSRUWDQW FRQVLGHUDWLRQ LQ WKLV PRYH LVWKDW DFFRUGLQJ WR(OOXO WKHUHLILFDWLRQ RI
WHFKQLTXH DVDQDEVWUDFWDQGSXUHO\ WZRGLPHQVLRQDO YLVXDO UHDOLW\ OHDGV WRLWV LQWHUQDOL]DWLRQ DVD
IRUP RIFRQVFLRXVQHVV +XPDQLW\ FDQQRORQJHU DFWXSRQ WHFKQLTXH EHFDXVH LW LVQRORQJHU DQ
H[WHUQDO SKHQRPHQRQ ± WKDW LV DV/RYHNLQ DVVHUWVLW LV DFRQVFLRXVQHVV WKDW LVXQFRQVFLRXV RI
LWVHOI GXHWRWKHSKHQRPHQRORJLFDO DEVHQFHRIGLVWDQFH DQGGLIIHUHQFH EHWZHHQ DFWRUDQGWKH
ZRUOGXSRQZKLFK KH VKHDFWV 7KLV VWDWHPHQW SUHVHQWV DIUDPHZRUN IRU XQGHUVWDQGLQJ
(OOXO¶V WHFKQLFDO SKHQRPHQRQ DVDGLVFRXUVH DQGE\ZD\RIWKLV DVVXPSWLRQ JURXQGLQJ WKH
SUREOHP LQ DQDUWLILFLDO IRUP RIPHGLDWLRQ WKDW KDYLQJ WDNHQRQVXEVWDQFH UHSUHVHQWV QRWMXVW D
YLHZ RI UHDOLW\ EXWDGLVWLQFW IRUP RI UHDOLW\ DVDFRQVHTXHQFH RILWV XQLFLW\ WRWDOLW\ DQG
XQLYHUVDOLW\ %\GHQ\LQJ DWWHQWLRQ WRDQ\RWKHU IRUP RI EHLQJ WHFKQLTXH¶V ILUVWRULHQWLQJ
IRUP RIPHGLDWLRQ VLWXDWHV KXPDQ FRPPXQLFDWLRQ ZLWKLQ DPRQRORJLF VWUXFWXUH WUDQVIRUPLQJ
GLDOHFWLF FRQVFLRXVQHVV DQHYHQW RQWRORJ\ FKDUDFWHUL]HG E\DGXDOLW\ RIVWUXFWXUH JURXQGHG LQ
FRQFUHWH WLPH WRDSXUHO\ PDWHULDO FRQVFLRXVQHVV DVXEVWDQFH RQWRORJ\ FKDUDFWHUL]HG E\DPRQR
VWUXFWXUH RILPDJH JURXQGHG LQ DQDEVWUDFW HOVHZKHUH ± WKH)%6RUPHDQV 
7KLV SURMHFW DGYDQFHV WKHSRVLWLRQ WKDW(OOXO¶V GHQLDO RIDWHFKQLFDO SKLORVRSK\ RIFXOWXUH
LV JURXQGHG LQ WKHDIRUHPHQWLRQHG VWUXFWXUDO RSSRVLWLRQ +RZHYHU(OOXO¶V WKHRFHQWULF HWKLF DQG
 /RYHNLQ'DYLG7HFKQLTXH'LVFRXUVHDQG&RQVFLRXVQHVV S FI³$UWLIDFWV3ROLWLFV DQG,PDJLQDWLRQ )URP
0DU[ WR9LFR´ SS





SKLORVRSK\ RIFRPPXQLFDWLRQ SUHYHQWV KLP IURP PDNLQJ WKLV REMHFWLYHO\RULHQWHG WKHRUHWLFDO
FRQVWUXFW DQH[SOLFLW DQGGHILQLQJ IHDWXUH RIKLV SKLORVRSK\ RIWHFKQRORJ\ 7KDW LV(OOXO GRHVQRW
LQWHQG WKHPRQRVWUXFWXUDO WKHRU\ WREHXVHG DVDSDUDGLJPDWLF JURXQG IRU KLV VRFLRKLVWRULFDO
FULWLTXH ,QVWHDG KHFDUHIXOO\ SRVLWLRQV LWZLWKLQ DFRUUHVSRQGLQJ LQWHOOHFWXDO DQGUKHWRULFDO
IUDPHZRUN LQ RUGHUWRVLWXDWH WKHSKHQRPHQRQ ZLWKLQ DSDUWLFXODU SRLQW LQ KXPDQ KLVWRU\
H[SHULHQWLDOO\ LGHQWLILDEOH WRKLV DXGLHQFH WKHUHE\ SHUPLWWLQJ DGHHSHUOHYHO RI DQDO\VLV LQ
FRPSDULVRQ ZLWK WKHSUHYLRXV KLVWRULFDO PLOLHX ZKLFK LQ LWV ODWHU VWDJHV FUHDWHGWKHFRQGLWLRQV
IRU WKHSKHQRPHQRQ¶V HPHUJHQFH )URPDVRFLRKLVWRULFDO VWDQGSRLQW RIFXOWXUH RQHRIWKH
FUXFLDO LPSOLFDWLRQV RI(OOXO¶V WHFKQLFDO SKHQRPHQRQ DVUHSUHVHQWDWLYH RI DSKHQRPHQRORJLFDO
µWLSSLQJ SRLQW¶ WKDW EULQJV DERXW DPDVV UHYROXWLRQ LQ FRQVFLRXVQHVV LVWKDW DQ\RQH ERUQLQ WKH
:HVWHUQZRUOG DIWHU OLNHO\ KDVQRH[SHULHQFH DQGWKHUHIRUH QRPHPRU\ RI DVRFLHW\
FKDUDFWHUL]HG E\WKH FRQVFLRXV H[WHUQDOLW\ RI ³EHLQJ ´ DSDUWIURP WKHV\VWHP DQGPRUH
VLJQLILFDQWO\ DQ\PHPRU\ RI WKHH[SUHVVLRQ RIWKH IRUPHU FRQVFLRXVQHVV WKURXJK DFRPPRQ
ODQJXDJH LHDQRQWHFKQLFDO GLVFRXUVH 
+XPDQ ODQJXDJH DVDQH[SUHVVLRQ RIFRQVFLRXVQHVV SULRU WRWKH WHFKQLFDO SKHQRPHQRQ
RIWHQ VWULNHV WKHSHUVRQRIWKH WHFKQLFDO PLOLHX LHWKHSHUVRQ RI WHFKQLFDO FRQVFLRXVQHVV DV
IDQFLIXO DQGXVHOHVV 7KLV VHSDUDWLRQ RIPHDQLQJ LV QRWDPDWWHU RIFRPSHWLQJ IRUPV RI FXOWXUDO
V\PEROL]DWLRQ WKDW VLPSO\ UHTXLUH UHODWLYH LQWHUSUHWDWLRQ 5DWKHU LWLQYROYHV DFRPSOHWH
UHYROXWLRQ LQ WKHRQWRORJLFDO DQGHSLVWHPRORJLFDO VWUXFWXUH RI WKRXJKW DUHYROXWLRQ ZKLFK UHQGHUV
DQ\SULRU KLVWRULFDO UHODWLRQ WKURXJK FRQWLQXLW\ RI DVVRFLDWLYH UHOHYDQFH LPSRVVLEOH 7KH
ULFKO\V\PEROLF FRQWH[WGHSHQGHQW IRUPHU ODQJXDJH RIWKHSUHWHFKQRORJLFDO PLOLHX ±
 (OOXO :KDW,%HOLHYHGHILQHVDPLOLHX DVDKLVWRULFDOHQYLURQPHQWWKDW³VHWVXSWKHFRQGLWLRQVIRUKXPDQ
GHYHORSPHQWDQGQRWPHUHO\ KXPDQVXEVLVWHQFH´ 
 (OOXO¶V QRWLRQRIWHFKQRORJ\DVWKHIXVLRQRI WHFKQH DQGORJRV VWDQGVDVDIRXQGDWLRQDOH[DPSOH RIWKLVUHYROXWLRQ
LQWKRXJKWDQGFRQVFLRXVQHVV

FKDUDFWHUL]HG E\LWV SRHWLF DQGPHWDSKRULF TXDOLW\ ± GRHVQRWSRLQW WRDQ\WKLQJ UHOHYDQW ZKHQ
HQFRXQWHUHG E\WKH FRQVFLRXVQHVV IRUPHG LQ DQGWKURXJK WHFKQLTXH¶V ZRUOGRI LPDJHV 7KLV ODFN
RIUHFRJQLWLRQ UHVXOWV IURP DFRJQLWLYH JXOI EHWZHHQ V\PEROLF FRQWH[WXDO PHDQLQJ DQG DGH
V\PEROL]HG ODQJXDJH RIFRQWH[WIUHH UDWLR ZKLFK DFFRUGLQJ WR:DOWHU 2QJ7KH3UHVHQFHRIWKH
:RUGSURYLGHV DQH[SODQDWLRQ IRUFRQWHPSRUDU\ VRFLHW\¶V IDLOXUH WRXQGHUVWDQG WKHSUDFWLFDO
VLJQLILFDQFH RI ³WKHPDVVLYH UKHWRULFDO WUDGLWLRQ ZKLFK XQGHUOLHV :HVWHUQ FXOWXUH ´ $Q
DEVHQFHRIFRJQLWLYH UHOHYDQFH DULVHV EHFDXVH IXOO\ V\PEROLF SUHWHFKQRORJLFDO ODQJXDJH LVLQ
IDFWXVHOHVVZLWKLQWHFKQLFDOUHDOLW\ LQ WKDW LWV RQWRORJLFDO SULRULWL]DWLRQ LV QRWSUHGLFDWLYH ± LH
WKH VXEMHFW RUREMHFWLV QRWGHILQHG E\ DQDFWLRQ WKDW KDVEHHQGHWHUPLQHG LQ DGYDQFH 
&RQYHUVHO\ DXWKHQWLFDOO\ V\PEROLF ODQJXDJH LQFLWHV WKHQHHG IRUERWK UHIOHFWLRQ DQGPHPRU\
ERWKRIZKLFK DUHHQWLUHO\ GHSHQGHQW XSRQ DVXEMHFW¶V UHFRJQLWLRQ RIKLV KHUVHOI DVDVXEMHFW LQ
WLPH $V/RYHNLQ 7HFKQLTXH'LVFRXUVHDQG&RQVFLRXVQHVVH[SODLQV V\PEROLF ODQJXDJH
PRYHV LQERWKGLUHFWLRQV DWRQFHGXHWRWKH VWUXFWXUDO IRUPDWLRQ RI GLDOHFWLFDO FRQVFLRXVQHVV WKDW
ILUVW UHTXLUHV DVXEMHFW DQGVHFRQGUHTXLUHV DFRQWLQXRXV UHWXUQ WRWKLV VXEMHFW LQ DQ\ UHDFKLQJ
RXWZDUGRI FRQVFLRXV DSSUHKHQVLRQ )XUWKHUPRUH WKHYDOXH WKDW LQIRUPV WKDW LVFDUULHG
IRUZDUG E\LWV VWUXFWXUH LV DQDXWKHQWLFDOO\ KXPDQ YDOXH DQGQRWDWHFKQLFDO RQHLH HIILFLHQF\
RIXVH DFKLHYHG WKURXJK WKHSURFHVVRIUDWLRQDOL]DWLRQ 
7KH LURQLF FRQWUDSRVLWLRQ LPSOLHG ZLWK UHJDUG WRWKLV QRWLRQ RIWKHSURVSHFWLYH µXVHRI
XVHOHVVQHVV¶ LQ SUHWHFKQRORJLFDO FXOWXUDO IRUPDWLRQV SURYLGHV DGHSDUWLQJ IUDPHZRUN IRU
GLVFXVVLRQ RIWZRIRUPV RI IUHHGRP H[FOXVLYHO\ DIIRUGHG LQ DQGE\DXWKHQWLFDOO\ KXPDQ V\PEROLF
IRUPV RI FRPPXQLFDWLRQ )RU(OOXO WKHVH WZRLQWHUGHSHQGHQW QRWLRQV RIIUHHGRP SURYLGH WKH
JURXQG IRU DOO FXOWXUH DQGSKLORVRSK\ IUHHGRPRI KXPDQ FUHDWLYH SRVVLELOLW\ DQG IUHHGRPIURP

WHFKQLFDO QHFHVVLW\ 7KHPRQRVWUXFWXUDO GLPHQVLRQ RI WKH)%6GLVDEOHV WKH V\PEROLF IXQFWLRQ
ZLWKLQ FRQVFLRXVQHVV PDNLQJ ERWKRIWKHVH IUHHGRPV LPSRVVLEOH IRU(OOXO 7KH DEURJDWLRQ RI
HWKLFDO DJHQF\ E\WKH)%6ZLOO EHGLVFXVVHG KHUH LQ FRQQHFWLRQ ZLWK WKH FORVXUH RIKXPDQ
SRVVLELOLW\ RQWKHIROORZLQJ OHYHOV PRQRORJLF RYHUGLDORJLF UHDOLW\ GHV\PEROL]DWLRQ RYHU
V\PEROL]DWLRQ H[LVWHQWLDO JURXQGOHVVQHVV RYHU H[LVWHQWLDO JURXQG XQLIRUPLW\ DQGXQLYRFDOLW\
RYHUPXOWLSOLFLW\ DQGSOXULYRFDOLW\ WKH HOLPLQDWLRQ RIRULJLQV DQGHQGV DQGKXPDQ RUJDQL]DWLRQ
E\WHFKQLFDO FRGHUDWKHU WKDQ E\KXPDQ FRGH
'HQLDORI6XEMHFWLYH$PELJXLW\ DV*LYHQDQG&RQVFLRXVQHVV¶V6HSDUDWLRQ IURP WKH5HDO
(OOXO¶V FRQFHSWLRQ RIGLDOHFWLF FRQVFLRXVQHVV LV RQHWKDW DVVHUWV WKHLPSRUWDQFH RI D
GXDOLVWLF VWUXFWXUH RI H[SHULHQFH PDGHSRVVLEOH E\WKHSKHQRPHQRORJLFDO DZDUHQHVV RIGLVWDQFH
LH WKHH[SHULHQFH RI REMHFWVHQFRXQWHUHG LQ WKHZRUOG DVGLIIHUHQW RU³RWKHU ´ WKDQ WKH VHOI 
$XWKHQWLF KXPDQ V\PEROL]DWLRQ LV FRQVWLWXWLYH RIWKH FRQWLQXRXV ODERU WRRYHUFRPH WKLV
GLIIHUHQFH ZLWKRXW HOLPLQDWLQJ WKHWHQVLRQ ZKLFK EULQJV WKLV GLIIHUHQFH LQWR DZDUHQHVV D
FRQVWUXFW ZKLFK SHUPLWV WKHSRZHURI WKH³RWKHU ´ WRH[LVW LQ UHDOLW\ ZKLOH DWWKHVDPH WLPH
V\PEROLFDOO\ RYHUFRPLQJ WKLV ³RWKHU ´ DVDQREVWDFOH WRERWKLQGLYLGXDO DQGFROOHFWLYH IRUPV RI
DJHQF\ ,Q WUDGLWLRQDO RUSUHWHFKQRORJLFDO VRFLHWLHV WKLV FRQVWUXFW PLJKW EHFRQVLGHUHG DVD
WRWDOLW\ RI H[LVWHQFH GHILQHG E\WKH FRQVFLRXV DVVXPSWLRQ RIDQHPEHGGHG IRUP RI FRH[LVWHQFH
LQ WKH LQHVFDSDEOH KHUHDQGQRZ WRZKLFK DFROOHFWLYH PHPRU\ RIWKHSDVWLVPDGHUHOHYDQW
:LWKLQ WKLV FRQVWUXFW FRPPXQLFDWLRQ LV WKHUHVXOW RIDFRQFUHWH VXEMHFW DQGREMHFWSODFHG LQWR
 ,QFRUUHVSRQGHQFHZLWK(OOXO¶V WKHRFHQWULFYDOXHRIWKHQHJDWLYHGLVFXVVHGLQ/RYHNLQ 7HFKQLTXH'LVFRXUVH
DQG&RQVFLRXVQHVVLWLVQRWHZRUWK\KHUHWRPHQWLRQWKDWWKHODFN RIWKHODWWHUFUHDWHVWKHFRQGLWLRQIRUH[LVWHQFHRI
IRUPHU 7KHUHIRUH WKHSUHVHQFHRIDEVHQFHLV³QRWQHJDWLYHEXWFRQVWLWXWLYH´
 6XFK³FRH[LVWHQFH´UHTXLUHVH[SHULHQFH WREHVXEMHFWLYHO\JURXQGHGZLWKLQDSDUWLFXODU WLPH SODFHDQGVSDFH
ZKHUHDVLQWHFKQLFDOH[LVWHQFH WKHOLPLWV RIWKHVHSDUWLFXODULWLHV DUHDEROLVKHGFUHDWLQJDQH[SHULHQFH GHILQHGE\WKH
SHUFHSWLRQRIHYHU\WKLQJKDSSHQLQJDWRQFH7KHKXPDQSDUWLFLSDQWLQWKLVH[SHULHQFH LVQRORQJHUDSDUWLFXODU
KXPDQEHLQJEXWDQDQRQ\PRXVWHFKQLFDOEHLQJRIWKHPDVV(OOXO H[SODLQV KRZWHFKQLTXHEHJLQVWRFUHDWHDZRUOG
DSDUWIURP WKHQDWXUDOOLIHZRUOG E\ILUVWPRGLI\LQJ WKHPLOLHX DQGWKHFRQFHSWRIVSDFHLQ7KH7HFKQRORJLFDO
6RFLHW\SS

UHODWLRQ WKURXJK WKHXQLW\ RIVLPLODULW\ DQGGLIIHUHQFH +RZHYHU DV/RYHNLQ¶V 7HFKQLTXH
'LVFRXUVH DQG&RQVFLRXVQHVV SKHQRPHQRORJLFDO DQDO\VLV KDV VKRZQ ZKHQ WKLV UHODWLRQ
EHFRPHV DEVWUDFWHG WKURXJK (OOXO¶V WHFKQLFDO SKHQRPHQRQ DOO EHLQJV VLWXDWHG ZLWKLQ FRQFUHWH
UHDOLW\ DUHQRORQJHU UHFRJQL]HG DVDSDUWLFXODU ³WKLV ´ REMHFWEXWUDWKHU EHFRPHSDUW RI DQ
DEVWUDFW \HWUHLILHG XQLYHUVH FRQVWLWXWLYH RIWKH ³QRWWKLV ´ LH DXQLYHUVH RIDQRQ\PRXV PHDQV
PDGHXQLIRUP E\UHGXFWLRQ WRDSXUHO\ UDWLRQDO H[LVWHQFH WKURXJK REMHFWLYH FDWHJRUL]DWLRQ DQG
QRPLQDOL]DWLRQ 5HDOLW\ LQ WKLV XQLYHUVH RIPHDQV DVGHVFULEHG LQ/RYHNLQ¶V ³-DFTXHV
(OOXO DQGWKH/RJLF RI7HFKQRORJ\ ´ H[SOLFDWLRQ RI WKHWKHRUHWLFDO IRXQGDWLRQV RI(OOXO¶V FXOWXUDO
FULWLTXH LV QRZGHWHUPLQHG WKURXJK FRQWLQXRXV SURFHVVHVRIPHDVXUHPHQW ZKHUHE\ H[LVWHQFH
EHFRPHVSXUHO\ VWDWLVWLFDO LH UHGXFHG WRDQHQGOHVV DGMXVWPHQW RIUDWLR H[SHULHQFHG DVWKH
SURJUHVV RIWLPH UDWKHU WKDQ DGLDOHFWLF H[SHULHQFH RI EHLQJ LQ WLPH 
,QWKLV UHVSHFW LW FDQEHVWDWHGWKDW(OOXO¶V WHFKQLFDO ³PHDQV ´ LV DVXEMHFW RUREMHFW WKDW
KDVEHHQ DEVWUDFWHGIURP FRQFUHWH H[LVWHQFH LQ RUGHUWREHFRPHDUWLILFLDOO\ UHLILHG LQ WKH
HOVHZKHUH,I(OOXO¶V ³PHDQV ´ LV WKRXJKW RILQ WHUPVRI WKHRQWRORJLFDO VWUXFWXUH DQGRULHQWDWLRQ
WKHRUHWLFDOO\ SRVLWHG LQ 7KH7HFKQRORJLFDO6\VWHPZHFDQ VD\WZRWKLQJV )LUVW WKHPHDQV FDQ
EHLGHQWLILHG DVWKHIRUPEHLQJ VLQJXODULW\ RU)%6ZKHUHEHLQJ KDVEHFRPHLGHQWLFDO WRIRUP
WKURXJK DFDWHJRULFDOO\ REMHFWLYH EXWPHWDSK\VLFDOO\JURXQGHG ELDV IROORZHG E\DGLVFXUVLYH DFW
RIFRPSOLPHQWDU\ QRPLQDOL]DWLRQ 7KHPHDQV DQGWKH)%6DUHWKXV FRQIODWDEOH WHUPV WKDW KHOS
XVWRXQGHUVWDQG KXPDQ H[LVWHQFH ZLWKLQ (OOXO¶V WHFKQRORJLFDO V\VWHP DVDXQLYHUVDO
DXWRQRPRXV DQGFRQWLQXDOO\ VHOIDXJPHQWLQJ HQVHPEOH RIDFWLRQ WKDW LV VLPXOWDQHRXVO\ UHLILHG
DVLW LV IUDJPHQWHG IURP WKHZKROH RIFRH[LVWHQFH E\DGHV\PEROL]HG IRUP RI ODQJXDJH 
6HFRQGWHFKQLTXH¶V PRQRORJLF VWUXFWXUH GRHVQRWH[SUHVV OLIH EHFDXVHDUHODWLRQ FDQQRW EH
 (OOXO -7KH7HFKQRORJLFDO6\VWHPS

IRUPHG EHWZHHQ WZRLGHQWLFDO HOHPHQWV 7KHQRQOLYLQJ ODQJXDJH RIWKHPHDQV )%6DVDQ
H[SUHVVLRQ RI DPRQRORJLF VWUXFWXUH RI FRQVFLRXVQHVV KHOSV XVWRXQGHUVWDQG ZK\ PRYHPHQW
EH\RQG WKH OLPLWV RIVXFK DFWLRQ LV LPSRVVLEOH DQGZK\ FXOWXUH ± GHSHQGHQW XSRQ DPELJXRXV
LQWHUQDO PHFKDQLVPV RIUHVSRQVH DQGUHQHZDO ± FDQQRW EHFUHDWHGRUVXVWDLQHG LQ VXFK DQ
LPPRELOH HQYLURQPHQW RI HOHPHQWDO QRQUHODWLRQ 
7KH0RQRORJLF6WUXFWXUH RI/LIHLQ6RFLHW\DV'HWHUPLQHGE\D'HV\PEROL]HG1RQ/LYLQJ
/DQJXDJH
7KH ³OLIH ´ RI WKHDEVWUDFWPHDQV H[LVWV VROHO\ ZLWKLQ DWZRGLPHQVLRQDO ZRUOG RIDEVWUDFW
WKRXJKW UHGXFHG WRDYLVXDO UHSUHVHQWDWLRQ E\DQDWWHQGDQW UHGXFWLRQ RI WKHDXWKHQWLF V\PEROLF
GLPHQVLRQ WRWKHGLPHQVLRQ RI VLJQV LHDSXUHO\ YLVXDO ODQJXDJH FKDUDFWHUL]HG E\LWV
UDWLRQDOLW\ FODULW\ DQGFRQWH[WIUHH PHDQLQJ 8QOLNH WUDGLWLRQDO ODQJXDJHV WHFKQLFDO ODQJXDJH
GHVFULEHV WKHH[SHULHQFH RUHPRWLRQ RI QR³UHDO ´ LHFRQFUHWH VXEMHFWLYH KXPDQ EHLQJ
5DWKHU LW LVWKHPHVVDJH RIWKHPDVV ± WKHXQLILHG DOEHLW DQRQ\PRXV H[SUHVVLRQ RIHYHU\ZKHUH
DQGHYHU\RQH ZLWKLQ WKHV\VWHP DWRQFH)URP WKLV VWDQGSRLQW (OOXO 6\VWHPWDNHVWKHSRVLWLRQ
WKDW WKLV PDVVPHGLDWHG VSDFHRILQIRUPDWLRQ FLUFXODWLRQ FRQVXPSWLRQ DQGUHSHWLWLRQ SRVVHVVHV
QRJURXQG RI DXWKHQWLF EHLQJ VLWXDWHG LQ DQ\SDUWLFXODU WLPH SODFHRUSODFH 5HDOLW\ DVJLYHQ
EHFRPHV UHDOLW\ DEVWUDFWHG LQ LWV GRPLQDWLRQ E\V\VWHPV RIPDVVPHGLDWLRQ VXEVXPLQJ DQG
WUDQVIRUPLQJ DQ\REMHFWZLWKLQ WKHQDWXUDO ZRUOG LQWR DQDUWLILFH RILWVHOI :LWKLQ WKLV DEVWUDFW
ZRUOG(OOXO 6\VWHPVWDWHVWKDW ³>Q@DWXUH LV QRORQJHU DQRULJLQDO VSHFLILF SUHVHQFH LQ V\PEROLF
RSSRVLWLRQ WRWKH FXOWXUH EXW DSURGXFW RIVLPXODWLRQ DGLJHVW RIVLJQV RIQDWXUH SXW EDFNLQWR
FLUFXODWLRQ´ $VDFROOHFWLRQ RI SXUHO\ DEVWUDFW LPDJHV WKLV DUWLILFLDO V\PERO V\VWHP DQGWKH




SXUHO\ UDWLRQDO FRQWH[WIUHH VSDFH± DWHQVLRQOHVV UHLILHG HOVHZKHUH LQZKLFK WHFKQLFDO
FRQVFLRXVQHVV PD\GZHOO ZLWKRXW H[SHULHQFLQJ WKH LQKHUHQW FRQWUDGLFWLRQ RIUHDOLW\ DVJLYHQ 
:LWKLQ WKH WHQVLRQOHVV UHLILHG HOVHZKHUHKXPDQ FRRSHUDWLRQ LV JXDUDQWHHG E\WKH LQDELOLW\ RIWKH
ODQJXDJH RIWKH HOVHZKHUH WRIRUP DQHJDWLYH ZLWKLQ DSXUHO\ QHJDWLYH UHDOLW\ RIDEVWUDFW
H[LVWHQFH
(OOXO ZDUQV WKDW WKHGLDOHFWLFDO VSDFHRI KXPDQ IUHHGRP DQG FKRLFH ± WKH IRXQGDWLRQ RI DQ
LQGLYLGXDO HWKLF ± PXVW EHVDFULILFHG LQ RUGHUIRUFRQVFLRXVQHVV WRGZHOO ZLWKLQ WKH WHQVLRQOHVV
QRQFRQWUDGLFWLRQ RIWKLV HOVHZKHUH VSDFH)RU(OOXO WKH HOVHZKHUH RIXQUHDO FRQVFLRXVQHVV
HPHUJHV ZLWK WKHGLVFXUVLYH WUDQVIRUPDWLRQ RIVXEMHFWLYH LGHQWLW\ WRWKH)%6± LH D³PHDQV ´ RI
DQRQ\PRXV LGHQWLW\ ZLWKLQ WKHPDVV 7KLV UHDOL]DWLRQ FRPSHOV (OOXO WREHDUZLWQHVV WRDIXOO\
V\PEROLF ODQJXDJH WKDW UHVLVWV FORVXUH RIWKH VXEMHFW LQWR WHFKQLTXH¶V HQVHPEOH RIPHDQV E\
LQVLVWLQJ XSRQ DWWHQWLRQ WRWKHEHLQJ RIH[LVWHQFH LQ WKH OLYLQJ FRQFUHWHPRPHQW 7KURXJK
V\PEROLF LQWHUUXSWLRQ (OOXO DLPV WRDZDNHQ DVHQVHRIORVW RULJLQ VHUYLQJ DVKXPDQLW\¶V VWDEOH
UHIHUHQFH SRLQW IRUEHLQJ LQ UHODWLRQ ZLWK RWKHUV )RU(OOXO /LYLQJ)DLWKDWWHQWLRQ WREHLQJ LV DQ
RQWRORJLFDO SULRULW\ IRU KXPDQ UHODWLRQV FKDUDFWHUL]HG E\DXWKHQWLF KXPDQ SUHVHQFH DQGHWKLFDO
SDUWLFLSDWLRQ ZLWKLQ VLWXDWHG HYHU\GD\FRPPRQSODFH HQFRXQWHUV 7KLV SRVLWLRQ LV UHIOHFWHG
LQ(OOXO¶V DIILUPDWLRQ RIDUDGLFDOO\ VXEMHFWLYH IUHHO\H[SUHVVHG HWKLF JURXQGHG LQ DWWHQWLRQ WR
WKHQDWXUDO XQIROGLQJ RI OLYHG H[LVWHQFH
³,EHOLHYH LQ WKHSRVVLELOLW\ RI DQHWKLFV RI WKHLQGLYLGXDO RIIUHHGRP RIFKRLFH RI
UHVSRQVLELOLW\ DQHWKLFV RIHYHU\GD\ OLIH FRQTXHULQJWKHSUHVHQWLQVWHDGRI




$QXPEHU RI VLJQLILFDQW TXHVWLRQV DULVHZKHQ WKHIRUHJRLQJ HWKLFDO SKLORVRSK\ LV FRQVLGHUHG LQ
OLJKW RI(OOXO¶V :KDW,%HOLHYHDVVHUWLRQ WKDW WHFKQRORJ\ UHSUHVHQWV WKHRUHWLFDOO\ VSHDNLQJ WKH
QHJDWLRQ RIFXOWXUH 7REHJLQ ZKDW KDSSHQV ZKHQKXPDQ LQVWLWXWLRQV DUHUHTXLUHG WREHJLQ
IURP ³HOVHZKHUH" ´ ± WKDW LVZKHQ VRFLHWLHV DEDQGRQ WUDGLWLRQDO SRLQWV RIGHSDUWXUH LQ RUGHUWR
UHVWUXFWXUH DOO NQRZOHGJH DQGLQVWLWXWLRQV IURP WKHSRLQW RIHOVHZKHUH± LHIURP DSRLQW RXWVLGH
RIFRQFUHWH UHDOLW\" :KDWUROH GRHVODQJXDJH SOD\ LQ WKLV GHSDUWXUH IURP FRQFUHWH RULJLQV WRWKH
SXUHO\ DEVWUDFW UHDOP RIHOVHZKHUH" +RZGRHVWKH V\PEROLF VWUXFWXUH RI WKHWHFKQLFDO PLOLHX
GLIIHU IURP WKHV\PEROLF VWUXFWXUHV RISUHYLRXV KLVWRULFDO PLOLHXV" ,QRUGHUWRSXUVXH WKHVH
LQTXLULHV IURP WKH VWDQGSRLQW RI(OOXO¶V GHQLDO RIWHFKQRORJLFDO SKLORVRSK\ DQGFXOWXUH DUHYLHZ
RI(OOXO¶V FRQGLWLRQV IRUDXWKHQWLF FRPPXQLFDWLRQ DORQJ ZLWK LWV FUXFLDO UROH LQ WKHFRQVWUXFWLRQ
PDLQWHQDQFH DQGHYROXWLRQ RI FXOWXUH ZLOO EHRIIHUHG DVDIRXQGDWLRQDO IUDPHZRUN
'HV\PEROL]DWLRQ DQG(QWUDSPHQW ZLWKLQ WKH*URXQGOHVV([LVWHQWLDO ³(OVHZKHUH´7KH
'HQLDORI'LDOHFWLFDOO\'LVWDQFLDWHG 5HODWLRQ
7KLV SURMHFW WDNHVWKHSRVLWLRQ WKDW IURP DVRFLROLQJXLVWLF VWDQGSRLQW WKH)%6FUHDWHVD
FULVLV RIFXOWXUH E\DEROLVKLQJ VWUXFWXUDO OLPLWDWLRQV WKDW RQFHGHILQHG KXPDQ FRPPXQLFDWLRQ DVD
UHODWLRQ EHWZHHQEHLQJV DVEHLQJV LQ GLDOHFWLFDO UHODWLRQ ZLWK DZRUOGRI REMHFWVH[SHULHQFHG DV
RWKHU 7KLV DEVHQFHRIERXQGDULHV FDQEHWKHRUHWLFDOO\ H[SODLQHG E\FRQVLGHULQJ WKDW WKH
PRQRORJLF VWUXFWXUH )%6RIWKHPDVVPHGLDWHG PHVVDJH UHQGHUV LWVLPXOWDQHRXVO\ LQGLYLGXDO
DQGFROOHFWLYH DWRQFH)RUWKLV UHDVRQ DPDVVPHGLDWHG VRFLHW\ ZLOO PRYH WRZDUG WKH
SURJUHVVLYH HOLPLQDWLRQ RIKXPDQ JURXSVJURXQGHG LQ ORFDO DQGSDUWLFXODU IRUPV RINQRZOHGJH
 $FFRUGLQJWR5LFKDUG6WLYHUV³7KH)HVWLYDOLQ/LJKW RIWKH7KHRU\RIWKH7KUHH0LOLHXV$&ULWLTXH RI*LUDUG¶V




 (OOXO¶V GHILQLWLRQRI³HQYLURQPHQW´DVLWFRUUHVSRQGVZLWKWKHQRWLRQRIDKLVWRULFDO³PLOLHX´ LVWKDWZKLFK
IXOILOOV WKUHHIRXQGDWLRQDOIXQFWLRQVLQVRFLHW\DVRXUFHRIOLIH DWKUHDWWROLIH DQGDQRYHUDUFKLQJDQGLPPHGLDWH
SUHVHQFHWKHDZDUHQHVVRIZKLFKUHSUHVHQWVWKHH[FOXVLYHIRFXVRIV\PEROLFPHGLDWLRQ :KDW,%HOLHYH

DQGZLOO WUDQVIRUP WKHP LQWR H[WHQVLRQV RIWKH DQRQ\PRXV PDVVE\LQYROXQWDU\ SDUWLFLSDWLRQ 
7KLV FRQVWUXFW GLIIHUV IURP WUDGLWLRQDO VRFLHWLHV LQZKLFK DOO IRUPV RISDUWLFLSDWLRQ LPSOLHG
DXWKHQWLF KXPDQ SUHVHQFH WDNLQJ SODFH DVDQH[SHULHQWLDO HYHQW RIJLYLQJ DQGUHFHLYLQJ D
GLDOHFWLF SURFHVVZKLFK UHQGHUHGSDUWLFLSDWLRQ ERWK FRQVFLRXV DQGYROXQWDU\ 7HFKQRORJLHV
UHSUHVHQWHG VLQJXODU PHGLDWLRQV LQ WUDGLWLRQDO VRFLHWLHV ZKLOH WRGD\WKH\ DUHSDUWRIDFRPSOH[
LQWHJUDWHG WRWDOL]LQJ XQLYHUVDOL]LQJ DQGVHOIDXWRQRPRXV SKHQRPHQRQ 6\VWHP 
7KURXJK KLV WHFKQRORJLFDO WULORJ\ (OOXO HLWKHU LPSOLFLWO\ RUH[SOLFLWO\ PDLQWDLQV WKDW WKH
WHFKQLFDO SKHQRPHQRQ PRYHV HYHU\WKLQJ WKDW FRPHV LQWR LWV JUDVSWRZDUG FORVXUH LQWR WKHV\VWHP
E\ZD\RILWV ORJRV ± WHFKQRORJ\ ± ZKLFK HIIHFWV IRUPDWLRQ RIDXQLYHUVDOL]LQJ V\VWHP RI
PHGLDWLRQ GXHLWV VLQJXODULW\ RIVWUXFWXUH DQGSXUHO\ IRUPDO UHDOLW\ ,Q7KH7HFKQRORJLFDO
6\VWHP(OOXO H[SODLQV WKDW ³>W@KH FKDUDFWHU RIWKDWPHGLDWLRQ LV DOUHDG\ WKDW RIWKH WHFKQLFDO
REMHFW ´ WKH)%6(OOXO¶V XVHRIWKH WHUP³FKDUDFWHU ´ KHUHQRW RQO\ OHDQV WRZDUG DTXHVWLRQ
RIIRUP EXW VXJJHVWV DPRWLYH IRUFH WKDW UHPDLQV KLGGHQ ZKLOH LWV YLVXDO HIIHFWV DUHDQQRXQFHG RU
FRPH LQWR EHLQJ ILUVW DFKDUDFWHULVWLF FRQVLVWHQW ZLWK IRUPDO FDXVDOLW\ (OOXO SURFHHGVWR
GHVFULEH DWUDQVIRUPDWLYH PRYHPHQW VXJJHVWLYH RIWKH ILUVWRULHQWLQJ IRUP E\UHIHUULQJ WR*LOEHUW
6LPRQGRQ¶V 'XPRGHG¶H[LVWHQFHGHVREMHWVWHFKQLTXHVFRQFHSWLRQ RIWHFKQRORJLFDO PHGLDWLRQ
DVDIRUP RIH[LVWHQWLDO FORVXUH ZKHUHE\ WKH WHFKQLFDO REMHFWLV JLYHQ DQLQWHUPHGLDU\ SODFH
EHWZHHQ WKHQDWXUDO REMHFWDQG WKHDEVWUDFW VFLHQWLILF UHSUHVHQWDWLRQ WKURXJK LWV UHLILHG SUHVHQFH
ZKDW6LPRQGRQ UHIHUV WREHORZDV³FRQFUHWL]DWLRQ´ DVDPDWHULDO UHDOLW\ )URP WKLV
LQWHUPHGLDU\ SODFH
 (OOXO -7KH7HFKQRORJLFDO6RFLHW\S
 ,QKLVH[SORUDWLRQ RI$ULVWRWHOLDQIRUPDO FDXVDOLW\LQWKHPHGLDHFRORJ\SHUVSHFWLYHVRI0DUVKDOO0F/XKDQDQG
(ULF 0F/XKDQ$QRWKRQ\:DFKV7KH1HZ6FLHQFHRI&RPPXQLFDWLRQDGYDQFHVWKHSURSRVLWLRQWKDW³WKHHIIHFWVRI




³WKH FRQFUHWH LHHYROYHG WHFKQRORJLFDO REMHFWDSSURDFKHV WKH H[LVWHQWLDO
PRGHRIQDWXUDO REMHFWV LW WHQGVWRZDUG LQQHU FRKHUHQFH WRZDUGVFORVXUH RIWKH
V\VWHP RI FDXVHV DQGHIIHFWV IXUWKHUPRUH LW LQFRUSRUDWHV SDUWRIWKHQDWXUDO
ZRUOGZKLFK LV LQYROYHG DVDFRQGLWLRQ RIIXQFWLRQLQJ ´ 6LPRQGRQ LQ (OOXO
6\VWHP 
7HFKQLTXH¶V GHV\PEROLF IRUP RIPHGLDWLRQ LVFRQVLGHUHG WRWDO EHFDXVH WHFKQRORJ\ LV QRW
PHUHO\ DPHDQV EXW LQFRUSRUDWHV DXQLYHUVH RIPHDQV ± ³ERWK H[FOXVLYH DQGWRWDO´ 
6\VWHP $VDUHVXOW
³>W@KHUH DUHQRRWKHU UHODWLRQVKLSV EHWZHHQPDQ DQGQDWXUH WKHZKROH VHWRI
FRPSOH[ DQGIUDJLOH ERQGVWKDWPDQ KDVSDWLHQWO\ IDVKLRQHG ± SRHWLF PDJLF
P\WKLFDO V\PEROLF ERQGV± YDQLVKHV 7KHUH LV RQO\ WHFKQRORJLFDO PHGLDWLRQ
ZKLFK LPSRVHV LWVHOI DQGEHFRPHV WRWDO´  
7KH VDPH WUDQVIRUPDWLRQ RIGLVWDQFLDWHG UHODWLRQV EHWZHHQPDQ DQGWKHQDWXUDO ZRUOGGHVFULEHG
DERYHWDNHVSODFH DPRQJ LQGLYLGXDO KXPDQ UHODWLRQVKLSV ZKLFK QRZPXVW UHO\XSRQ WHFKQLFDO
PHGLDWLRQ ,QWKLV WUDQVIRUPDWLRQ RIDWWHQWLRQ IURP PDQ DVWKH VXEMHFWLYH VRXUFHRI
FRQWHQW WRWKHDQRQ\PRXV FRQWDLQHU RIZKDWPXVW RQO\ EHFRUUHVSRQGLQJO\ DQRQ\PRXV FRQWHQW
LH DSXUHO\ UDWLRQDO PHDQVRIWUDQVPLVVLRQV\PEROLFDOO\VWUXFWXUHG PHDQLQJ EHFRPHVGH
V\PEROLFDOO\VWUXFWXUHG LQIRUPDWLRQ VHSDUDWHGIURP DQ\ UHDO RULJLQ
5LFKDUG 6WLYHUV ³7KH )HVWLYDO LQ /LJKW RI WKH7KHRU\ RI WKH7KUHH 0LOLHXV ´ HPSKDVL]HV
WKHKRPRJHQL]DWLRQ RIFXOWXUDO ZRUOGYLHZ WKDW WDNHVSODFHV WKURXJK WKH WUDQVIRUPDWLRQ IURP
V\PEROLF WRGHV\PEROLF FRPPXQLFDWLYH VWUXFWXUHV GHVFULEHG DERYHZKHQKH VXJJHVWV WKDW ³D
PDVV VRFLHW\ LV RQHZKLFK LV SDUDGR[LFDOO\ FROOHFWLYLVWLF DQGLQGLYLGXDOLVWLF DWWKH VDPH WLPH ´
7KHKRPRJHQL]LQJ HIIHFW XSRQ FXOWXUH UHVXOWV IURP WKH FROODSVH EHWZHHQ VLJQLILHU DQG

VLJQLILHG LQ WKH WUDQVIRUPDWLRQ WRPHDQV LHWKH)%6,Q DXQLIRUP H[LVWHQFH ZKHUH VXEMHFW
FDQQRW JDLQ GLVWDQFH LWV REMHFWERWKDWWDLQ WKH ³FKDUDFWHU ´ RI WHFKQLTXH¶V VLQJXODU IRUP RI
PHGLDWLRQ DQGDV/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVVWKHRUL]HV ³>D@W WKLV SRLQW
UHDVRQ ORRNVLQ DPLUURU DWLWVHOI 7KH FRQFHSWXDO EHFRPHV WKHUHDO DQGWKH UHDO EHFRPHV WKH
FRQFHSWXDO $OOEHFRPHVGLVFRXUVH >HPSKDVLV PLQH@ ´ $QRWKHU ZD\ WRYLHZ /RYHNLQ¶V
DVVHUWLRQ LV WRVWDWHWKDW LQ WKHWHFKQLFDO XQLYHUVH DOO WKLQJV FRPHLQWR H[LVWHQFH VROHO\ E\D
PHDQV RIREMHFWLYH FDWHJRUL]DWLRQ DQGQRPLQDOL]DWLRQ ± DPRYH WKDW DEVWUDFWV FRQFUHWH EHLQJ
IURP LWV OLIH LQ WKHQDWXUDO ZRUOG DQGWUDQVIRUPV LW LQWR DZRUOG HQWLUHO\ FRQVWUXFWHG E\DQ
HQVHPEOH RI REMHFWV,QDWHFKQRORJLFDO FXOWXUH WKHKXPDQ PHDQV LV FRPSOHWHO\ GLVFRQQHFWHG
IURP WKH OLIHZRUOG RIDQ\SDUWLFXODU FRQFUHWH UHDOLW\ RIWKHKHUH DQGQRZDQGLVLQVWHDG
VXEMXJDWHG WRDWZRGLPHQVLRQDO H[LVWHQFH ZLWKLQ DXQLYHUVH RI DEVWUDFWWKRXJKW WKDW KDVEHFRPH




,Q7KH7HFKQRORJLFDO%OXII(OOXO IRFXVHV XSRQ WKH WHFKQLFDO DUWLILFH DQGLWV QDWXUDO
WHQGHQF\ WRZDUGLQWHJUDWLRQ DQGJHRPHWULF UHSURGXFWLRQ LH DVDODQJXDJH FKDUDFWHUL]HG E\WKH
VLQJXODULW\ RI IRUP DQGEHLQJ LGHQWLILHG HDUOLHU LQ 7KH7HFKQRORJLFDO 6\VWHP7KH VWUXFWXUDO
VLQJXODULW\¶V ODFNRIGLVWDQFLDWLRQ ZKLFK JLYHV ULVH WRWKH FROODSVH EHWZHHQ VLJQLILHU DQG
VLJQLILHG OHDGV WRWKH H[SHULHQFH RI OLIH DVIRUPOHVV VLQFHGLIIHUHQFH FDQQRW DSSHDUWR
FRQVFLRXVQHVV LQ WKH DEVHQFHRIZKDW(OOXO FRQVLGHUV WKH FRQVWLWXWLYH QHJDWLYH +HUH D
VLJQLILFDQW SDUDGR[LQ (OOXO¶V WKHRU\ RI IRUP HPHUJHV ,Q 7KH7HFKQRORJLFDO6\VWHP(OOXO




PDLQWDLQV WKDW WKHSUREOHP RIWHFKQRORJ\ LVJURXQGHG LQ DILUVWRULHQWLQJ IRUP ZKLFK VXEMXJDWHV
EHLQJ DQGSUHYHQWV UHFRJQLWLRQ RIDOO RWKHU IRUPV RI EHLQJ ³,W LVRQO\ IRUP EXWHYHU\WKLQJ LV
PROGHG E\LW $QGKHUH LW DVVXPHV LQWULQVLF IHDWXUHV WKDWPDNH LW DEHLQJ DSDUW ´ ,Q WKLV
FDVHDOO DWWHQWLRQ LVJLYHQ WRIRUP LQ WKHWHFKQLFDO UHYHUVDO RIWKH DSULRUL RUGHURIH[LVWHQFH 
+RZHYHU (OOXO DSSHDUVWRFRQWUDGLFW KLV SRVLWLRQ RQIRUP LQ7KH7HFKQRORJLFDO%OXII ZKHQKH
PDLQWDLQV WKDW WKHSUREOHP RIWHFKQLFDO H[LVWHQFH LVWKDW QRWKLQJKDV IRUP DQDVVHUWLRQ WKDW
LV SUHVDJHG LQ7KH3UHVHQFHRIWKH.LQJGRP LQ DGLVFXVVLRQ FRQQHFWLQJ WKHFRQFHSWV RI
XQLIRUPLW\ DQG LPPRELOLW\ LQ FRQWHPSRUDU\ :HVWHUQ FXOWXUH ³7KLV SURIRXQG LPPRELOLW\ 
FUHDWHVDIRUPOHVV NLQGRIVRFLHW\ ,QVSLWH RI DOO WKHSROLWLFDO VWUXJJOHV WKHUH LVDSURJUHVV
WRZDUGXQLIRUPLW\ DQDOLJQPHQW RIDOO YDOXHV RI DOO LGHRORJLHV EDVHGXSRQ DIHZHVVHQWLDO
HOHPHQWV RIFLYLOL]DWLRQ ´ :KLOH LQ WKHILUVW FDVH(OOXO DVVHUWVWKDW DOO KXPDQ DWWHQWLRQ LV
FRQFHQWUDWHG XSRQ WKHILUVWRULHQWLQJ IRUP KHDOVRPDLQWDLQV WKDWPDQ¶V H[SHULHQFH RIZRUOG LV
FKDUDFWHUL]HG DVWKHFRPSOHWH DEVHQFHRIIRUP ZKLFK FRLQFLGHQWDOO\ LVQRZ WKH VLQJXODU
H[SUHVVLRQ RI EHLQJ 7KH VXEMHFW KDVEHHQUHGXFHG WRREMHFW7KHREMHFWKDVEHHQUHGXFHG WR
PHDQV LHWKH)%61HLWKHU VXEMHFW QRUREMHFWH[LVW 1RWKLQJ H[LVWV +XPDQLW\ EHFRPHV
HQJXOIHG LQ DQ H[LVWHQWLDO FULVLV RILWV RZQPDNLQJ 
(OOXO 7KH7HFKQRORJLFDO%OXII VXJJHVWV WKDW WKHH[LVWHQWLDO SKLORVRSK\ RI -HDQ3DXO
6DUWUH UHSUHVHQWV DKLVWRULFDO UHIOHFWLRQ XSRQ DZRUOG H[SHULHQFHGDV IRUPOHVV ± DZRUOG LQ
ZKLFK OLYLQJ LV QRORQJHU DUHVSRQVLYH V\PEROLF UHODWLRQ EXW UDWKHU DGHV\PEROL]HG SURFHVVLRQ
RIUHDFWLRQV WR³SXUH IDFWV ´ ,Q7KH7HFKQRORJLFDO%OXII(OOXO JLYHV VXEVWDQWLDO DWWHQWLRQ WR
 ,WLVZRUWKQRWLQJKHUHWKDW(OOXO¶V RSSRVLWLRQWR6DUWUHLVJURXQGHGLQDWKHRORJLFDORQWRORJLFDOGLPHQVLRQ6DUWH
%HLQJDQG1RWKLQJQHVVYLHZVQRQEHLQJDVDFRQWUDGLFWLRQRIEHLQJWKDWLVQRWWKHSUHVHQFHRIDEVHQFHEXW
QRWKLQJQHVV(OOXO¶V WKHRORJLFDOSRVLWLRQGHQLHVDSKLORVRSK\RIQRWKLQJRQ%LEOLFDO WHUPV (OOXO PDLQWDLQVWKDW
WKHFRQFHSWRIQRWKLQJGRHVQRWDSSHDULQWKH%LEOH VXJJHVWLQJWKDW(WHUQDO3UHVHQFHSUHVXSSRVHVDVRPHWKLQJLQ
LWVHOI6DUWUH -HDQ3DXO%HLQJDQG1RWKLQJQHVV$3KHQRPHQRORJLFDO(VVD\RQ2QWR ORJ\7UDQVODWHGE\+D]HO (
%DUQHV:DVKLQJWRQ6TXDUH3UHVV

6DUWUH¶V FULWLTXH RI3RVW0RGHUQH[LVWHQWLDOLVP WRHPSKDVL]H WKHSRLQW WKDW SXUHO\ IDFWXDO
H[FKDQJHV GRQRWFRQVWLWXWH FRPPXQLFDWLRQ ± LHZKHUH WKHGHPDQG IRU UDWLRQDO H[SUHVVLRQ
HOLPLQDWHV FRQWH[W PHDQLQJ FDQQRW HPHUJH 7KH ULFKO\ V\PEROLF DPELJXRXV PHDQLQJ WKDW
GHILQHV FRPPRQ VHQVH DVDIRUP RI WUDGLWLRQDO KDQGHGGRZQ NQRZOHGJH LV UHSODFHG LQ3RVW
0RGHUQ VRFLHW\ E\QRQVHQVH ± WKHGHQLDO RIWKHGLDOHFWLF VWUXFWXUH RIUHODWLRQ WKURXJK WKH
UHGXFWLRQ RI ERWKVXEMHFW DQGREMHFWWRPHDQV $VWKHSKHQRPHQRORJLFDO H[SHULHQFH RIOLYHG
³VHQVH ´ GHILQHG E\DQDXWKHQWLF VXEMHFW REMHFW UHODWLRQ LV UHGXFHG WRWKH LPPHGLDF\ RIDVWULFWO\
IRUPDO UHODWLRQ OLIH EHFRPHV DQDEVXUG H[SHULHQFH EHFDXVH ³>W@KHUH LV QRIL[HG SRLQW RIYLHZ
IURP ZKLFK WRHYDOXDWH DQHYHQW RUDFW7KHUH LV QRVXSUHPH EHLQJ WRZKLFK WRUHIHU 2QO\ ZKDW
H[LVWV LV UHDO %XW WKLV WRRLV DVVKLIWLQJ DQGXQFHUWDLQ DVZDWHURUVDQG1RWKLQJKDVIRUP
>HPSKDVLV PLQH@ ´ 7KH7HFKQRORJLFDO%OXII :KDW(OOXO DQG6DUWUHKDYH LQ FRPPRQ DV
H[LVWHQWLDO RSSRVLWHV (OOXO¶V WKHRFHQWULF SKLORVRSK\ JLYLQJ RQWRORJLFDO SULRULW\ WRDUDGLFDOO\
VXEMHFWLYH EHLQJ ZKLOH 6DUWUH¶V3RVWPRGHUQ H[SHULHQFH SRVLWV H[LVWHQFH LQ WHUPV RIDQRQ\PRXV
DFWLRQ RYHU DFWRULV DWKHRUHWLFDO FRQFHQWUDWLRQ RQTXHVWLRQV RIIRUP RYHU FRQWHQW ZKLFK
0LFKDHO +\GH ([LVWHQWLDOLVP DVD%DVLV IRUWKH7KHRU\ DQG3UDFWLFH RI 5KHWRULF SRVLWLRQV DVD
GLVWLQFWLYH FRQFHUQ DPRQJ H[LVWHQWLDO SKLORVRSKHUV 
(OOXO¶V FULWLTXH RIWHFKQRORJLFDO VRFLHW\ LV EDVHGXSRQ WKHQRWLRQ WKDWZLWKLQ WKLV SXUHO\
IRUPDO FRQVWUXFW DFWLRQ LWVHOI ORVHV DOO PHDQLQJ DQGWKDW WKLV VXEMHFWLYH GLVFRQQHFWLRQ LV
VRPHKRZ YLHZHG DVIUHHGRP )UHHGRP LQ WKLV VHQVHLVPHUHO\ WKHIUHHGRP RI WKH LQGLYLGXDO DV
DQDQRQ\PRXV PHDQV WRGHQ\ UHVSRQVLELOLW\ RIEHLQJ IRU EHLQJ LHUHVSRQVLELOLW\ LPSOLHG
WKURXJK WKHOLYHG FRQFUHWH XQLW\ RI SHUVRQ DQGGHHGDVDQDXWKHQWLF IRUP RISUHVHQFH ,URQLFDOO\
ZKHQ WKHSHUVRQ DQGWKHGHHGEHFRPHDEVWUDFWHGDV DIRUP RIEHLQJ DSDUWIURP FRQFUHWH UHDOLW\
 $VDQLPSRUWDQW FODULILFDWLRQ (OOXO LV FRQFHUQHGZLWKFRQWHQWEXWFRQWHQWLQLWVHOILVQRWWKHSUREOHP 7KH
SUREOHP LVWKHIRUPRIPHGLDWLRQ E\ZKLFKFRQWHQWPXVWEHPDGH SUHVHQW

WKH VLQJXODU IRFXV XSRQ DFWLRQ WKDW UHVXOWV UHQGHUV DFWLRQ LWVHOI PHDQLQJOHVV ³   LW GRHVQRW
PDWWHU ZKDWZHGR'RLQJ WKLV RUWKDW LV RIQRVLJQLILFDQFH :HDUHIUHH WRGRWKHRQHWKLQJ RU
WKHRWKHUIRU ERWK DUHLQGLIIHUHQW >HPSKDVLV PLQH@ ´ 7KH7HFKQRORJLFDO%OXII 7KH
HPSKDVLV KHUHRQWKHTXDOLW\ RILQGLIIHUHQFH FDQFOHDUO\ EHDVVRFLDWHGZLWK WKHVWUXFWXUDO
FKDUDFWHULVWLF RI WKH)%6LHIRUP KDVEHFRPH LGHQWLFDO ZLWK EHLQJ 'XHWRWKHODFNRIGLVWDQFH
DQGGLIIHUHQFH RQHLV FRQIODWHG ZLWK WKHRWKHU UHVXOWLQJ LQ WKHH[SHULHQFH RIIRUPOHVVQHVV DV
DQRQ\PRXV SHUVRQV HQJDJHG LQ WKHUHSURGXFWLRQ RIWKH DQRQ\PRXV SURGXFW± DSXUHO\
PRQRVWUXFWXUDO GLVFRXUVH WKDW QRZSHUYDGHV HYHU\ IDFHW RI FRPPRQ HYHU\GD\ H[SHULHQFH IURP
ZKLFK QRSHUVRQ FDQHVFDSH
7RLOOXVWUDWH WKHSKHQRPHQRORJLFDO HIIHFWV RI GLVFXUVLYH LQGLIIHUHQFH (OOXO 7KH
7HFKQRORJLFDO%OXIIPDLQWDLQV WKDW6DUWUH¶V SKLORVRSK\ RI WKHDEVXUG DQGDOO IRUPV RI
LQWHOOHFWXDOLVP UHIOHFWLQJ DVLPLODU PRQRVWUXFWXUDO ORJLF GHQLHV ZKDW KDVSUHYLRXVO\ FRQVWLWXWHG
³SKLORVRSK\ ´ EHFDXVH WKH UHODWLRQ RI HYHU\WKLQJ WRHYHU\WKLQJ HOVHKDVEHHQ DEURJDWHG 
7KH VLJQLILFDQFH RI KXPDQ EHLQJ DVDQDPELJXRXV FRQWUDGLFWLRQ EHWZHHQPDWWHU DQGVSLULW
EHFRPHV UHGXFHG DJDLQ WREHLQJ WKHUH ± DVWULFWO\ PDWHULDO UHDOLW\ ,QLWV VHSDUDWLRQ IURP
FRQFUHWH UHDOLW\ KXPDQ OLIH DVDQDEVWUDFW UHDOLW\ ORVHV DOO SRLQWV RI RULJLQ DQGUHIHUHQFH 
7KRXJKW EHFRPHVGHWDFKHG IURP DQ\ DZDUHQHVV RIEHJLQQLQJV RUHQGVZLWKLQ WKLV LQWHUQDOL]HG
DUWLILFH )URP WKHSHUVSHFWLYH RI FXOWXUH DVDXQLILHG V\PEROLF UHSUHVHQWDWLRQ RI SDUWLFXODU OLYHV
DVOLYHG WKH DEVHQFHRIERWKRULJLQV DQGWKH OLPLWDWLRQ XSRQ DFWLRQ KDVSURIRXQG LPSOLFDWLRQV
XSRQ WKH DELOLW\ IRUPHDQLQJIXO KXPDQ QDUUDWLYHV WRLQWHUYHQH DVWKH\ DUHUHQGHUHGPHDQLQJOHVV
LQ WKH IDFHRIIDFWV DQGWKH VWULFWO\ IRUPDO UHDOLW\¶V LQVLVWHQFH WKDWZKDWPDWWHUV LV DWWHQWLRQ WRD
OLIH WKDW XQIROGV DVDSXUHVHTXHQFH RIIDFWV .QRZOHGJH WUDQVPLWWHG DVDQDUUDWLYH RIWKH ORFDO
DQG WKHSDUWLFXODU EHFRPHVREVROHWH DVUHDO µVRPHZKHUHV¶ DQG WKHUHDO SHUVRQVZKRRFFXS\ WKHVH

FRUUHVSRQGLQJO\ UHDO GZHOOLQJ SODFHVEHFRPH UHOHJDWHG WRPHDQV ZLWKLQ WKHV\VWHP 1HLWKHU
KXPDQ DJHQWV QRU WKHVWRULHV WKDW FRQQHFW WKH VLJQLILFDQFH RISDUWLFXODU DFWLRQV WRDSDUWLFXODU
KXPDQ VRXUFHDUHRIDQ\ LPSRUWDQFH 7KHUH DUHQRORQJHU DQ\ FRQFUHWH SHUVRQVLQUHODWLRQ WR
FUHDWHDPHDQLQJIXO EULGJH EHWZHHQSDVWDQGSUHVHQW E\ZKLFK WUXO\ KXPDQ YDOXHV DUHERWK
UHSUHVHQWHG DQGVHUYHG ³>W@KHUH DUHRQO\ VWUXFWXUHV DQGVWUXFWXUDO JDPHV ´ 7KH7HFKQRORJLFDO
%OXII  :RUGVPHDQ QRWKLQJ EHFDXVHWKH VXEMHFWZKR LVVXHV WKHP GRHVQRW H[LVW 7KH ORVV
RIWKH VXEMHFW DQGWKHZRUGWKXV SUHVHQWV JUDYH FRQVHTXHQFHV IRUWKH VXUYLYDO RI QDUUDWLYHV WKDW
DUHE\DERXWDQGIRU KXPDQ EHLQJV DV KXPDQ EHLQJV ± LHFXOWXUH DVWKH VWRU\RIDSDUWLFXODU
LQGLYLGXDO FROOHFWLYH XQLW\ DVOLYHG UHDOLW\ 
7KHPHDQV E\ZKLFK DOO KXPDQ JURXSV DQGLQVWLWXWLRQV FRPH LQWR H[LVWHQFH WKHZRUG
FHDVHVWRSURMHFW WKHSULPDF\RIEHLQJ$VSKLORVRSKHUV RI WHFKQRORJ\ &DUO0LWFKDP DQG5REHUW
0DFNH\ ³-DFTXHV (OOXO DQGWKH7HFKQRORJLFDO 6RFLHW\ ´ SRLQW RXW(OOXO¶V DUJXPHQW DJDLQVW
WHFKQRORJLFDO VRFLHW\ VXUURXQGV WKHIDFW WKDW LW GRHVQRWFRQWDLQ WKH ³VXEMHFWLYH VRXUFHVRIPDQ ´
3KLORVRSK\ FHDVHVWRIXQFWLRQ DVSKLORVRSK\ EHFDXVH LWQRORQJHU VHUYHV WKHEHLQJ RI
KXPDQLW\ DVDQHQGWRLWVHOI DQG LQ WKHRQWRORJLFDO UHYHUVDO RI EHLQJ WRGRLQJ LV UHGXFHGWRWKH
SOD\ RIVHPDQWLFV &DOYLQ 7URXS ³,QFOXGH WKH ,FRQRFODVW ´ SURYLGHV HQWUDQFH WR WKLV QRWLRQ LQ
KLV DQDO\VLV RI WKHWKHRORJLFDO IRXQGDWLRQV RI(OOXO¶V FULWLTXH RIVWUXFWXUDO DQGSRVWVWUXFWXUDO
OLQJXLVWLF WKHRU\ DQG LQ DZULWLQJ ZLWK &OLIIRUG &KULVWLDQV ³(OOXO DQG$XJXVWLQH RQ5KHWRULF DQG
3KLORVRSK\ RI&RPPXQLFDWLRQ ´ ZKLFK IURP DFRUUHVSRQGLQJ WKHRORJLFDO SHUVSHFWLYH IUDPHV
(OOXO¶V FULWLTXH RIVWUXFWXUDO SKLORVRSKLHV DVWKHGHQLDO RIPHDQLQJ UHDOLW\ DQGNQRZOHGJH 
 7KLVTXRWHDSSHDUVLQ7KH7HFKQRORJLFDO%OXIILQFRQQHFWLRQZLWK(OOXO¶V GHVFULSWLRQRIWKHOLWHUDU\PRYHIURP
³GUDPD RIWKHDEVXUG´WR³DEVXUGGUDPD´  ,WLVZRUWKQRWLQJWKDWWKHODWWHUPLJKWEHFRQVLGHUHGDQDUWLVWLF
UHSUHVHQWDWLRQRIWKH)%6EHFDXVHWKHIRUP LVWKHFRQWHQWLQWKLVFDVH± LH WKHFRQWHQWDQGWKHIRUP WKDWE\ZD\RI
GLVWDQFHDQGGLIIHUHQFHSUHYLRXVO\PRGLILHG DQGGLVWLQJXLVKHGWKLVIRUP IURP RWKHUIRUPV KDYHEHFRPHD
VLQJXODULW\7KHUHLVQRZD\WRUHVWRUHPHDQLQJRIWKHFRQWHQW ZLWKRXWEHJLQQLQJIURP ]HUR LH E\FUHDWLQJ
FKDUDFWHUVVLWXDWLRQVDQGDIRUP RIPHGLDWLRQ WKDWHVWDEOLVKHGPHDQLQJZLWKLQDXQLW\RIGLVWDQFHDQGVLPLODULW\

7KHVH WKUHH OHYHOV RIFRPPXQLFDWLYH H[LVWHQWLDO DQGHSLVWHPRORJLFDO GHQLDO FDQEHVXPPDULO\
FRQQHFWHG WR(OOXO¶V SUREOHP RI WHFKQRORJ\ DVDGHV\PEROL]LQJ PHFKDQLVP WKDW UHHVWDEOLVKHV
DOO KXPDQ UHODWLRQV ZLWKLQ DPRQRORJLF VWUXFWXUH WKDW GHQLHV SKHQRPHQRORJLFDO WUDQVFHQGHQFH E\
GHQ\LQJ GLVWDQFH
7KH$EROLWLRQ RI+XPDQ 2ULJLQVDQG(QGV 7KH(QGRI(WKLFVDQG WKH(PHUJHQFHRI
7HFKQLFDO0RUDOLW\
:LWKLQ WHFKQLTXH¶V DUWLILFLDO XQLYHUVH DOO GLIIHUHQFH DQGGLVWDQFH KDVEHHQ HIIDFHG
UHVXOWLQJ LQ DSHUIHFWO\ XQLIRUP HQVHPEOH RI DVLQJXODU IRUP RIEHLQJ ± DEVWUDFWEHLQJ ± YRLGRI
WKHGLDOHFWLF WHQVLRQ RIKXPDQ UHDOLW\ DVJLYHQ WRFRQVFLRXVQHVV (OOXO 6\VWHPHPSKDVL]HV WKH
PDQQHU E\ZKLFK WKLV ORVV RI GLDOHFWLF WHQVLRQ FDXVHV ORVV RIFROOHFWLYH H[SHULHQFH DVDOO
LQGLYLGXDO SHUVSHFWLYHV DUHUHTXLUHG WRDFKLHYH XQLIRUPLW\ ZLWK WHFKQLFDO UHDOLW\ XQGHU SUHVVXUH
RIWHFKQLFDO QHFHVVLW\ ZKHUHE\ WKHRQO\ FKRLFH EHFRPHV DWHFKQLFDO RQH
/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV DOVR HPSKDVL]HV (OOXO¶V SRVLWLRQ WKDW
WHFKQLFDO YDOXHV EHFRPHXQFRQVFLRXVO\ UHLQIRUFHG WKURXJK WKLV HYHUH[SDQGLQJ VXEVWLWXWLRQ RI
WKHQDWXUDO ³OLIHZRUOG ´ E\WKHGHPDQGV RIWHFKQLFDO QHFHVVLW\ UHVXOWLQJ LQ DUHDOLW\ FKDUDFWHUL]HG
E\LWV ³HSKHPHUDO ´ TXDOLW\ ,QWHFKQLTXH¶V ³HSKHPHUDO ´ UHDOLW\ QRWKLQJ LVPHDQW WRHQGXUH
DVWKH VLQJXODU YDOXH RIHIILFLHQW XVHEHFRPHV WKH IRFXVRI HYHU\KXPDQ HQGHDYRU 7KDW LV
KXPDQ DFWLRQ LVGLUHFWHG WRZDUGWKH VDWLVIDFWLRQ RIQRQKXPDQ HQGVE\PHDQV RI DQHYHU
H[SDQGLQJ V\VWHP RIDEVWUDFWPHDQV GULYHQ SXUHO\ E\DWHFKQLFDO QHFHVVLW\ ZKLFK KDVEHFRPH LWV
RZQ IRUP RIPRUDOLW\ ± DPRUDOLW\ JXLGHG E\WKH FORVHG LPSHUDWLYH WKDWZKDWFDQEHGRQHPXVW
EHGRQH+HUHWKH HWKLFDO ³RXJKW ´ RI GLDOHFWLF UHIOHFWLRQ LV UHSODFHGE\WKH WHFKQLFDO ³LV ´ WKH
VLQJXODULW\ RI DFWLRQ GHFLGHG LQ DGYDQFH E\DPRQVWUXFWXUDO GLVFRXUVH

5LFKDUG 6WLYHUV ³7KH )HVWLYDO LQ /LJKW RI WKH7KHRU\ RI WKH7KUHH 0LOLHXV ´ DUJXHV WKDW
IRU(OOXO WKHHSKHPHUDO DQGWUDQVLWRU\ QDWXUH RI DWHFKQRORJLFDO VRFLHW\ WULJJHUV DFULVLV RI FXOWXUH
EHFDXVH WKHUDWLRQDO DVSHFWRIWHFKQLTXH HIIDFHV DOO PHPRU\ RI LUUDWLRQDO LH DXWKHQWLFDOO\
KXPDQ RULJLQV /LNHZLVH &OLIIRUG &KULVWLDQV ³7KH 3KLORVRSK\ RI7HFKQRORJ\´ ZKR
FKDUDFWHUL]HV WHFKQLTXH¶V HSKHPHUDO UHDOLW\ DVRQHWKDW ODFNV DFFRXQWDELOLW\ DQGWKHUHIRUH DQ\
VHQVHRILQGLYLGXDO HWKLF FRQQHFWV WKLV ODFNRILQGLYLGXDO DFFRXQWDELOLW\ WRZKDW7LPRWK\
&DVH\³3KLORVRSK\ RI7HFKQRORJ\ LQ WKH-HVXLW 8QLYHUVLW\´ UHIHUV WRDV³WKH QHXWUDOLW\ WKHVLV ´
RIWHFKQRORJ\ ZKLFK ³WHQGV WRVWXOWLI\ UHIOHFWLRQ RQRXUPHFKDQLVWLF ZRUOG ´ ,Q(OOXO¶V YLHZ
WKH ³QHXWUDOLW\ WKHVLV ´ RI WHFKQRORJ\ LV JURXQGHG LQ WKHPLVWDNHQ QRWLRQ WKDWZHDUHGHDOLQJ ZLWK
WKH WUDGLWLRQDO PHDQV HQGVUHODWLRQVKLS DQGWKDW KXPDQLW\ LV FDSDEOHRIFRQWUROOLQJ WHFKQLTXH DV
D³PHDQV ´ RI KXPDQ HYROXWLRQ 7KHVHSKLORVRSKLHV RIWHFKQRORJ\ DUHEDVHGRQWKH IDLOXUH WR
FRPSUHKHQG (OOXO¶V DVVHUWLRQ WKDW WKHWHFKQLFDO UHDOP RI ³HSKHPHUDO ´ IRUP LVDQXQUHDOLW\
EHFDXVH LW UHVLGHVZLWKLQ DOLPLWOHVV HQVHPEOH RIDEVWUDFW REMHFWVWKDW KDYH ORQJ VHSDUDWHGIURP
DQ\ FRQFUHWH UHIHUHQFH SRLQW LQ UHDOLW\ DVJLYHQ 
7KH UHDOP RI HSKHPHUDO IRUP LV RFFXSLHG QRWE\FRQFUHWH VXEMHFWV DQGREMHFWV LQ UHODWLRQ
EXWE\WKH DQRQ\PRXV SHUVRQV SURGXFWV FUHDWHG WKURXJK WKH DQRQ\PRXV ORJRV RI WHFKQLTXH LH
WHFKQRORJ\ ZKHUH DOO EHLQJV FRPH LQWR H[LVWHQFH E\EHFRPLQJ LGHQWLFDO ZLWK WHFKQLTXH¶V IRUP
7KH UHDOP RI HSKHPHUDO IRUP FRPHV LQWR H[LVWHQFH DWWKH ORVV RIWUDGLWLRQDO IRUPV RI NQRZOHGJH
WKDW FRQQHFW LQGLYLGXDO DFWLRQV ZLWK WKHFROOHFWLYH SURMHFW RIOLYLQJ ZLWKLQ WKH HYROXWLRQ RI
KLVWRU\ (GZDUG)DUOH\ 'HHS6\PEROVUHIHUV WRWKHVH WUDGLWLRQDO IRUPV RINQRZOHGJH DVFXOWXUH
DQGVRFLHW\¶V ³SRZHUIXO GHHSV\PEROV ´ FRQVWLWXWHG LQ DQGWKURXJK ³ZRUGVRI SRZHUWKDW
VKDSHWKHYDOXHV RIVRFLHW\ DQGJXLGH WKH OLIH RIIDLWK PRUDOLW\ DQGDFWLRQ    ´[ 

7HFKQRORJ\ WDNHQ DVD WKHRU\RI ODQJXDJH LQ(OOXO SRLQWV WRWKHHURVLRQ RI WKHVH FXOWXUDO
V\PEROV DWWKHOHYHO RIVWUXFWXUH
$3XUH³)RUP´ RI(QWUDSPHQW 7KH,PSRVVLELOLW\ RI³/DQJXDJH´DW7ZR/HYHOV
)RU(OOXO LQGLYLGXDO FRQVFLRXVQHVV RIGLDOHFWLF UHDOLW\ LV WKHSRLQW RIGHSDUWXUH IRU DOO
FRPPXQLFDWLRQ WKDW V\PEROLFDOO\ PHGLDWHV RXWZDUG WRZDUGWKHZRUOG DQGWKHQ UHWXUQV LH LW
UHIOHFWV WKHSDUWDVGLIIHUHQW \HW VLPLODU WRWKHZKROH RIUHDOLW\ DVDFRQWLQXRXV H[SUHVVLRQ RID
WHQVLRQ EHWZHHQ WZROLPLWV 7KURXJK WKLV GLDOHFWLF XQLW\ FXOWXUDO PHDQLQJ DULVHV WKURXJK WKHFR
FRQVWUXFWLYH H[SHULHQFH RIGLIIHUHQW IRUPV RI WUXWK DQGNQRZOHGJH +XPDQ EHLQJ¶V IUHHGRP WR
H[SHULHQFH UHDOLW\ DVWKHRQJRLQJ HQFRXQWHU ZLWK DPXOWLSOLFLW\RIIRUPV RIEHLQJ DVJLYHQ GHILQHV
OLIH LQ (OOXO¶V QRWLRQ RI GLDOHFWLF UHDOLW\ )URP WKLV SRVLWLRQ DOO DXWKHQWLF FRPPXQLFDWLRQ
HPHUJHV ZLWKLQ WKH FRQWLQXRXV VWULYLQJ WRRYHUFRPH DWHQVLRQ WKDW LV XQUHVROYDEOH LQ WKLV GLDOHFWLF
UHDOLW\ DVJLYHQ :KHQ WKHGLDOHFWLF VWUXFWXUH LVDEVHQW IURP FRQVFLRXVQHVV WHQVLRQ LV HOLPLQDWHG
DQGODQJXDJH LV UHGXFHGWRDPRQRORJLFDO GHV\PEROLF H[SUHVVLRQ FKDUDFWHUL]HG E\WKH
VLQJXODULW\ RI IRUP DQGEHLQJ WKH)%6
7KH LPSOLFDWLRQV RIWKLV VLQJXODULW\ XSRQ WKHRSHQV\PEROLF VWUXFWXUH RIPHDQLQJ IRU
(OOXO DUHZHOOHVWDEOLVKHG E\/RYHNLQ¶V 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVVDQDO\VLV RI
(OOXO¶V WKHRU\ RIODQJXDJH +HUH/RYHNLQ HPSKDVL]HV WKHSDUDGR[RIPHDQLQJ LQ DXWKHQWLFDOO\
KXPDQ V\PEROLF FRPPXQLFDWLRQ LHWKDWPHDQLQJ ZKLFK LVPHDQLQJIXO LQ WKHFRQWH[W RI D
FRQFUHWH UHDOOLIH VLWXDWLRQ LV QHYHU IXOO\ GLVFORVHG ³6\PEROLF UHIHUHQFH UHTXLUHV GLIIHUHQFH DQG
GLVWDQFH :KDW ,PHDQ LV WKXV DOZD\V ZKDW ,PHDQ DQG ZKDW ,GRQRWPHDQ 7KH VXFFHVV RI
ODQJXDJH DQGNQRZOHGJH LV DOZD\V SDUWLDO´  /RYHNLQ IROORZV WKLV WKRXJKW E\PDLQWDLQLQJ
WKDW SDUWLDOLW\ RIPHDQLQJ LV HVWDEOLVKHG E\DOLPLWDWLRQ DWWZROHYHOV WKHOHYHO RI FRQVFLRXVQHVV
DQGWKH OHYHO RIH[SUHVVLRQ ³7KH REMHFWDQGP\ LGHDRI WKHREMHFWDUHDOZD\V DWRGGVZLWK RQH

DQRWKHU 7KH ODQJXDJH ,XVHWRUHIHU WRWKDW REMHFW LVDWIXUWKHU RGGVZLWK WKHREMHFWREMHFWDQG
LGHD DUHVNHZHG ´ %DVHGXSRQ WKLV FRFRQVWUXFWLYH GXDOLW\ RI OLPLWDWLRQ V\QWKHVLV LQ
KXPDQ FRPPXQLFDWLRQ LV QRWRQO\ XQDFKLHYDEOH IRU(OOXO EXWDOVR FUHDWHV WKHFRQGLWLRQ IRUD
FRQWLQXRXV ³UHDFK ´ WRZDUG WKHREMHFW/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV
FODULILHV WKLV QRWLRQ IXUWKHU E\UHO\LQJ RQWKHH[LVWHQWLDO UHODWLRQVKLS EHWZHHQ WKHDSSHDUDQFHRI
GLIIHUHQW IRUPV DQGGLVWDQFH EHWZHHQ VXEMHFW DQGREMHFW ³:KDW LV UHTXLUHG LV SHUSHWXDO GLVFRXUVH
LQ WKH VHDUFK IRU WKHREMHFW± IRU WKHWUXWK LQZKDWHYHU IRUP WKDW VHDUFKPLJKW WDNH,QVXFK
GLVFRXUVH WKH WHQVLRQ EHWZHHQ WKHVLJQLILHU DQGWKHVLJQLILHG PXVW QHYHU FROODSVH ´ +HUH
/RYHNLQ HVWDEOLVKHV DQH[SOLFLW FRQQHFWLRQ EHWZHHQ V\PEROLF IRUP DQGSDUWLDOLW\ RIWUXWK ±
H[SHULHQFHG WKURXJK WKH LQGLYLGXDO¶V VXEMHFWLYH GLVWDQFH IURP EXWVLPLODULW\ WRDQ³RWKHU ´ ± WKDW
VHHNVWREHRYHUFRPH LQ WKHFRQWLQXRXV WHQVLRQ EHWZHHQ VLJQLILHU VXEMHFW DQGVLJQLILHG REMHFW
LHFRPPXQLFDWLRQDVFRQVWLWXWLYHRI GLIIHUHQWIRUPVRIEHLQJLQUHODWLRQZLWKRQHDQRWKHU
/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVVPDNHVXVHRIVHYHUDO WHUPV DQG
FRQFHSWV LQ WKH DERYHH[SOLFDWLRQ WKDW DUHFUXFLDO WR(OOXO¶V FODLP WKDW LQIRUPDWLRQ LHREMHFWLYH
³IDFWV ´ FDQQRW EHKHOG DVWKHEDVLV IRUOLIH LQ VRFLHWLHV 7HFKQRORJ\¶V VLQJXODULW\ RIIRUP DQG
EHLQJ H[WLQJXLVKHV GLIIHUHQFH DQGGLVWDQFH ,QWKH UHGXFWLRQ RI KXPDQ EHLQJ WRPHDQV LH WKH
)%6ERWK WKH VXEMHFW DQGREMHFWDUHHOLPLQDWHG UHVROYLQJ WKHWHQVLRQ WKURXJK DVLPLODULW\
HVWDEOLVKHG RXWVLGH RI FRQFUHWH SHUVRQ SODFHWLPH DQGVSDFH7HFKQLFDO ODQJXDJH DVDQ
H[SUHVVLRQ RIPHDQV DGYDQFHV WKH HOLPLQDWLRQ RIWHQVLRQ LQ FRQVFLRXVQHVV E\UHVROYLQJ WKH
WHQVLRQ EHWZHHQ WKHREMHFWRI DSSUHKHQVLRQ DQGLWV IRUP RIPHGLDWLRQ 7KH ³VHDUFK IRUWKH
REMHFW ´ UHIHUHQFHG LQ WKH DERYHSDVVDJH FHDVHVEHFDXVHWKH DELOLW\ IRUWKHREMHFWWRILQG
H[SUHVVLRQ WKURXJK DPXOWLSOLFLW\ RIIRUPV KDVEHHQUHGXFHG WRDVLQJXODULW\ ± WKHPLUURULQJ IRUP
 :LOOHP 9DQGHUEXUJ³3UHIDFHWRWKH6HFRQG(GLWLRQ´ LQ7KH*URZWKRI0LQGVDQG&XOWXUHUHIHUVWR(OOXO¶V
FODLP WKDWDVRFLHW\¶VFXOWXUHFDQQRWEH³HQWLUHO\´UHSODFHGE\WHFKQLTXHRQWKHVDPHREMHFWLYHEDVLV[[YL

RIWHFKQLTXH 'LDOHFWLF UHDOLW\ FRQVWLWXWLYH RIWKH WHQVLRQ EHWZHHQ DVLJQLILHU DQGWKH WKLQJ
VLJQLILHG ± LH DFRQFUHWH VLWXDWHG VXEMHFW LQUHODWLRQ WRDFRQFUHWH VLWXDWHG REMHFW± LV
WUDQVIRUPHG LQ FRQVFLRXVQHVV WRDPRQRORJLF UHDOLW\ WKURXJK WKH FROODSVH RI WKHFRQWH[WXDO VSDFH
FUHDWHGLQ WKHGLVWDQFH EHWZHHQ VLJQLILHU DQGVLJQLILHG ,Q FRQVLGHUDWLRQ RIWKHVH FODLPV WKH
LPSRUWDQFH RIWKH OLPLWLQJ HIIHFW RI(OOXO¶V GLDOHFWLF XSRQ WKHSUHVHUYDWLRQ RIWKH VSDFHRI WHQVLRQ
WKDW DOORZV GLVWDQFH DQGGLIIHUHQFH WRDSSHDUWRFRQVFLRXVQHVV FDQQRW EHRYHUVWDWHG 
/RVWLQ6SDFH6WUXFWXUDO 8QLIRUPLW\ WKH$EROLWLRQ RI/LPLWV DQG WKH3RLQW RI1R5HWXUQ
/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV UHIHUV WRWZRSDVVDJHV IURP 7KH
3ROLWLFDO,OOXVLRQ LQ RUGHUWRHPSKDVL]H WKH OLPLWLQJ HIIHFW RIWKHGLDOHFWLF LQ (OOXO¶V WKHRU\ RI
ODQJXDJH DVWKHSRLQW RIGHSDUWXUH LQ WKHIRUPDWLRQ RI FXOWXUH DQGVRFLHW\ ,QWKH ILUVW
FDVH(OOXO 7KH3ROLWLFDO,OOXVLRQPDLQWDLQV WKDWZKHQ WKHGLDOHFWLF WHQVLRQ EHWZHHQ VXEMHFW DQG
REMHFW± WKH VLJQLILHU DQGWKH WKLQJ VLJQLILHU ± FROODSVHV ³ODQJXDJH ´ GHILQHG DVDQDXWKHQWLFDOO\
KXPDQ V\PEROLF GLPHQVLRQ IDLOV WRH[LVW DVDXQLW\ RIVLPLODULW\ DQGGLIIHUHQFH 7KH
WHQVLRQ EHWZHHQ WKHVHWZRHOHPHQWV FUHDWH DXQLW\ RIERWKDFWLRQ EDVHGXSRQGLIIHUHQFH DQG
H[LVWHQFH EDVHGXSRQ DFRPPRQ PHDVXUH LQ FRQWLQXRXV IOX[ DPRYHPHQW LQ FRQVFLRXVQHVV
XSRQZKLFK DOO DXWKHQWLFDOO\KXPDQ V\PEROLF UHODWLRQV UHO\ 8SRQ WKHVH WHUPV(OOXO 7KH
3ROLWLFDO,OOXVLRQ SURYLGHV WKHRUHWLFDO JURXQG IRU WKHQRQH[LVWHQFH RIDWHFKQLFDO ³ODQJXDJH ´ E\
HPSKDVL]LQJ WKHDEVHQFHRILWV PLGGOH JURXQG RI FRQWH[W DQGPHDQLQJ SUHVHUYHGE\DWHQVLRQ DW
WZROHYHOV LH VLPLODULW\ DQGGLIIHUHQFH RQWKH OHYHO RIERWKPHGLDWRU DQGWKHIRUP RIPHGLDWLRQ
³>7@HQVLRQ RUFRQWUDGLFWLRQ LV EDVHGXSRQ DVLPLODULW\ EHWZHHQ WKH VLJQLILHU DQG
WKH WKLQJ VLJQLILHG ZKHQ WKDW WHQVLRQ GLVDSSHDUV WKHUH LV QRPRUH ODQJXDJH ± WKDW





ODQJXDJH WKHRWKHU DVSHFWLV WKHWHQVLRQ EHWZHHQ WZRLQWHUORFXWRUV LI D
GLIIHUHQFH GRHVQRW H[LVW LI WKH\ DUHLGHQWLFDO WKHUHZRXOG EHQRODQJXDJH
EHFDXVH LWZRXOG KDYHQRFRQWHQW LI DFRPPRQ PHDVXUH GLGQRW H[LVW WKHUHZRXOG
EHQRODQJXDJH EHFDXVH LWZRXOG KDYH QRIRUP ´ 
,QWKH FDVHRI WKHPHGLDWRU VXEMHFW DQGIRUP RIPHGLDWLRQ ODQJXDJH UHGXFHG WRWKH VLQJXODULW\
RIPHDQV WKH)%6WKHFRQWHQW LVWKH IRUP ,QWKH FDVHRI WKHKXPDQ PHDQV DFWLRQ DQG
H[LVWHQFH ± GRLQJ DQGEHLQJ ± KDYHEHFRPH LGHQWLFDO E\DWWDLQLQJ DPRQRORJLFDO VWUXFWXUH RI
H[LVWHQFH ZLWKLQ FRQVFLRXVQHVV 'LDORJLF SRVVLELOLW\ LV H[WLQJXLVKHG E\ WKLV PRQRORJLF VWUXFWXUH
RIIRUP DQGEHLQJ EHFDXVH WKHQHJDWLYH UHDOLW\ UHTXLULQJ DVXEMHFW LQ KLV KHU DZDUHQHVVDVD
VXEMHFW FDQQRW EHH[SUHVVHGEHFDXVH LW FDQQRW EH IRUPHGLQ WKHSUHVHQFHRIWHFKQLTXH¶V ILUVW
RULHQWLQJ IRUP $XWKHQWLF FRPPXQLFDWLRQ ± WKDWZKLFK SHUPLWV VRPHWKLQJ QHZ WRHPHUJH ±
EHFRPHV LPSRVVLEOH EHFDXVH WKHQHFHVVDU\ FRQGLWLRQ IRU LWV HPHUJHQFH KDVEHFRPH ORVW DORQJ
ZLWK LWV VRXUFH LHFRQWUDGLFWLRQ E\DSHUVRQ ZKRVH DXWKHQWLF SUHVHQFH DOORZV WKH
FRQWUDGLFWLRQ RUQHJDWLYH UHDOLW\ RIH[LVWHQFH WRLQWHUUXSW WKHSRVLWLYH PRQRORJLFDO SURJUHVVLRQ RI
DEVWUDFW LPDJHV 
7KH WKHRU\ RIODQJXDJH DGYDQFHG LQ WKHSDVVDJH IURP (OOXO¶V 3ROLWLFDO,OOXVLRQ DERYH
ILQGV LWV FRXQWHUSDUW LQ5HDVRQ IRU%HLQJZKHUHLQ WKHGHQLDO RIDPRQRVWUXFWXUDO UHODWLRQ LQ OLIH
LV SUHVHQWHG DVDFRUHOHVVRQ LQ WKHERRNRI(FFOHVLDVWHV 4XRWLQJ $QGUp1HKHU(OOXO HPSKDVL]HV
WKDW ³8QLRQ EHWZHHQLGHQWLFDOWKLQJVLVLPSRVVLEOH    2QO\ EHWZHHQ FRQWUDU\ HOHPHQWV
KDSKDNLPLVWKHUH UHODWLRQ \DKDVDFWLYLW\ SH¶XOODKDQG DVVRFLDWLRQ VKLWWXSK 7KLV LV
WKH OHVVRQ 4RKHOHW WHDFKHV ´ +HUH DYLHZ RIUHDOLW\ DVOLPLWHG E\WKHDPELJXLW\ RI WKH
KXPDQ FRQGLWLRQ LV FRQQHFWHG ZLWK DIRUP RI%LEOLFDO UHYHODWRU\ ZLVGRP WKDW(OOXO KDVRWKHUZLVH
 (OOXO -5HDVRQIRU%HLQJS
 (OOXO DWWULEXWHVWKLVSRUWLRQRIWKHTXRWDWLRQWRWKHIROORZLQJ VRXUFH1HKHU$QGUp/H3XLWVGHO¶H[LO/D
7KpRORJLHGLDOHFWLTXHGX0DKDUDOGH3UDJXH  3UpVHQFHVGX-XGDwVPH3DULV $OELQ0LFKHO 

H[SUHVVHG IURP WKHSRVLWLRQ RI DSKLORVRSK\ RIODQJXDJH DQGFXOWXUH 7KDW LV DPRQRVWUXFWXUDO
UHODWLRQ EHWZHHQ LQWHUDFWLYH DJHQWV GHQLHV WKHSRVVLELOLW\ RIWHFKQLFDO FXOWXUH RQWKHEDVLV WKDW DQ
DXWKHQWLFDOO\ KXPDQ IRUP RI DJHQF\ LV UHTXLUHG WRPDNH WKH FODLP WKDW UHODWLRQ DFWLYLW\ DQG
DVVRFLDWLRQ DUHIRUPHG E\DERXW DQGIRUFRQFUHWH KXPDQ EHLQJV UDWKHU WKDQ DSXUHO\ UDWLRQDO
FRQVWUXFW WKDW LVH[WHUQDO WREHLQJ DVJLYHQ LHWKHPDGH ,QWKH DEVHQFHRIDXWKHQWLFDOO\ KXPDQ
RUV\PEROLF IRUPV RI DJHQF\ DOO FXOWXUDO UHODWLRQV DUHUHGXFHGWRIRUPDWLRQ WKURXJK WHFKQLFDO
QHFHVVLW\ UDWKHU WKDQ KXPDQ FRQFHUQV 7KH LPSOLFDWLRQ RIWKLV FRQVWUXFW IRU ERWKVRFLDO
FROOHFWLYH DQGHWKLFDO LQGLYLGXDO SKLORVRSKLHV LV SURIRXQG 7KURXJK WKH VWUXFWXUDO UHGXFWLRQ RI
ERWKVXEMHFW DQGREMHFWWRPHDQV UHODWLRQV DUHIRUPHG LQ DQGWKURXJK DQDXWRQRPRXV WHFKQLFDO
PRUDOLW\ WKDW GHQLHV LQGLYLGXDO HWKLFDO DJHQF\ DWWKHOHYHO RI WKHVRFLDO
0DFKLQH,QWHUDFWLRQ 2UJDQL]DWLRQ E\+XPDQ &RGH%HFRPHV2UJDQL]DWLRQ E\
7HFKQRORJLFDO &RGH
7KHSRVLWLRQ (OOXO DVVHUWVWKURXJK WKH IRUHJRLQJ FRPSOLPHQWDU\ \HWGLIIHUHQWO\JURXQGHG
SHUVSHFWLYHV LV WKDW DQ\ IRUP RIUHODWLRQ HVWDEOLVKHG LQ DQGWKURXJK WHFKQLFDO GLVFRXUVH
FRQVWLWXWHV DQ LQDXWKHQWLFKXPDQLQWHUSHUVRQDOUHODWLRQFKDUDFWHUL]HG E\DQ LQDXWKHQWLF IRUP RI
SUHVHQFH 7KH WHFKQLFDO UHODWLRQ LVDUWLILFLDO EHFDXVH LW FRPHV LQWR EHLQJ E\PHDQV RI DQ
DUWLILFLDO IRUP RIPHGLDWLRQ ZKLFK UHTXLUHV ERWK VXEMHFW DQGREMHFWWRHQWHU LWV WZRGLPHQVLRQDO
UHDOLW\ DVDPHDQV :RUNLQJ IURP WKH VWDQGSRLQW RIWKLV WKHRUHWLFDO WUDQVIRUPDWLRQ (OOXO DVVHUWV
 :KHQYLHZHGLQFRQFUHWHDQGSDUWLFXODU WHUPVWKHSKUDVH³E\DERXWDQGIRU´LPSOLHV WKHH[LVWHQFHRIDVXEMHFW
DFRQWH[WDQGDQREMHFW:KHQFRQFUHWHDQGSDUWLFXODUH[LVWHQFHLVDEVWUDFWHGWKURXJKWHFKQLFDOODQJXDJHWKHVH
WKUHHHOHPHQWVDUHUHQGHUHGDQRQ\PRXVWKURXJKWUDQVIRUPDWLRQWRWKH)%6
 (OOXO 3UHVHQFHHPSKDVL]HVWKHFXOWXUDOFULVLVFUHDWHGE\ORVVRIVXEMHFWLYHWRPDVVDJHQF\E\VWDW LQJWKDW
³>(@YHU VLQFHVRFLHW\FDPH LQWRH[LVWHQFHWKHUHYROXWLRQDU\VSLULWZKLFKLVDQHFHVVDU\SDUWRIVRFLDOOLIH KDVDOZD\V
EHHQWKHDIILUPDWLRQ RIDVSLULWXDOWUXWKDJDLQVWWKHHUURURIWKHPRPHQW   ´ ,QWKHFDVHRIWKHKXPDQDV)%6
WKHWUXHVSLULWRUHVVHQFHRIPDQ LVWUDQVIRUPHGLQWRWKHVSLULWRIWHFKQLTXH
 (OOXO 6\VWHPQRWHVWKDW%DXGULOODUG YLHZVPRGHUQLQWHUSHUVRQDO³FRPPXQLRQ´ DVPHUHO\ ³FRPPXQLFDWLRQ
FRQWDFW´VXJJHVWLQJDQLQDXWKHQWLFIRUPRISUHVHQFH (OOXO SRLQWVWRWKHLPSOLFDWLRQV RIWKLVORVVRIDXWKHQWLF
SUHVHQFHDQGDOLYLQJ ODQJXDJHIRUOLIH LQVRFLHW\LQDQHDUOLHU SDVVDJHIURP3UHVHQFH³:HFDQQRORQJHU
FRPPXQLFDWHZLWKPDQ EHFDXVHWKHPDQE\ZKRPZHDUHIDFHGKDVIRUXVORVWKLVUHDOLW\7KHLQWHOOHFWXDO R IWKH
SUHVHQWGD\QRORQJHUEHOLHYHVLQUHMRLQLQJ WKLVPDQ´  

WKDW WHFKQLTXH¶V V\VWHP RI DUWLILFLDO UHODWLRQ KDVEHFRPH UHSURGXFWLYHO\ QRUPDWLYH RUVHOI
DXJPHQWLQJ EHFDXVH WKHKXPDQ FRGHKDVEHFRPH WHFKQRORJLFDO DSUREOHP WKDW IRU(OOXO FDQ
RQO\ EHDGGUHVVHGE\WKHHIIRUW WRUHVWRUH DXWKHQWLF KXPDQ SUHVHQFH ,Q(OOXO¶V 3UHVHQFHYLHZ
ORVV RIDXWKHQWLF KXPDQ SUHVHQFHE\VXEMXJDWLRQ RI WKHLQGLYLGXDO VXEMHFW WRWKHPHDQV RI WKH
WHFKQLFDO PDVV FRQVWLWXWHV DFULVLV RIFXOWXUH LW LQYROYHV WKHORVV RIWKHSULPDU\ V\PERO RIKXPDQ
IRXQGDWLRQV ± WKHKXPDQ EHLQJ DVH[LVWHQWLDOO\ ZKROH UDWKHU WKDQ WKHUDWLRQDO H[SUHVVLRQ RILPDJH
FI7KLV LVZK\(OOXO 6\VWHP DVVHUWVWKDW WHFKQRORJLFDO GLVFRXUVH SUHYHQWV WKH
IRUPDWLRQ RIKXPDQ UHODWLRQVKLSV DFKLHYHG WKURXJK WUDGLWLRQDOO\ V\PEROLF ODQJXDJH DQG
FRPPRQSODFH HQFRXQWHUV ³>K@XPDQ UHODWLRQVKLSV FDQQRORQJHU EHOHIW WRFKDQFH 7KH\ DUHQR
ORQJHU WKHREMHFW RIH[SHULHQFH RI WUDGLWLRQ RIFXOWXUDO FRGHVRI V\PEROLVP (YHU\WKLQJ KDV WR
EHH[SRVHG ´ (OOXO¶V FRPPHQW KHUHUHJDUGLQJ WKHQHFHVVLW\ RIH[SRVXUH LV DFUXFLDO SRLQW
IRU XQGHUVWDQGLQJ WKHGLVWLQFWLRQ EHWZHHQ WKHOLYLQJ ZRUGDQG LWV DUWLILFH ± WHFKQLFDO GLVFRXUVH RU
WHFKQRORJ\ 7KH DPELJXRXV HSKHPHUDO ZRUGLQ LWV IXOO\ V\PEROLF GLPHQVLRQ FRQFHDOV DVPXFK
DVLW GLVFORVHV ZKLOH WHFKQLFDO GLVFRXUVH ± WKHODQJXDJH RI VLJQV ± SRLQWV RQO\ WRDQ DSSHDUDQFH 
(YHU\WKLQJ PXVW EHVHHQ LQRUGHUWREHPHDQLQJIXO DQGWKLV DUWLILFLDO IRUP RIµPHDQLQJ¶ LV SXUHO\
VXEVWDQWLYH LH LWODFNV WKH DELOLW\ WRWUDQVFHQG WKHDEVWUDFWPDWHULDO GLPHQVLRQ WRZKLFK LW
SRLQWV ,QLWV GHWDFKPHQW IURP WKHWUDQVFHQGHQW RUVSLULWXDO TXDOLW\ RI UHDOLW\ DVJLYHQ LW FDQRQO\
UHSHDWWKH DUWLILFLDO IRUP E\ZKLFK LW LV LQIRUPHG 7KLV FRQVWUXFW H[SODLQV ZK\ DV/RYHNLQ KROGV
(OOXO¶V WHFKQLFDO UHDOLW\ LV FKDUDFWHUL]HG E\LWV ORVV RI DXWKHQWLFDOO\ KXPDQ V\PEROLF IXQFWLRQ ±





7KH/RVW%DWWOHRI(WKLFV RYHU1HFHVVLW\7UDQVIRUPDWLRQ RIWKH6HDWRI+XPDQ 9DOXHDQG
7KH(QGRI+XPDQ -XVWLFH
7KH)%6DVWKHPRQRORJLF VWUXFWXUH RIWHFKQLFDO UHDOLW\ DQGODQJXDJH IXQFWLRQV DVD
VWUXFWXUH RIGHV\PEROL]DWLRQ E\DEVWUDFWLQJ QDWXUDO UHIHUHQFH SRLQWV RXWRI FRQFUHWH WLPH SODFH
DQGVSDFHDQGLQWR WKH³LGHDOL]HG HOVHZKHUH ´ WKDW(OOXO SRVLWV DVDJDLQVW HWKLFV EHFDXVHQRIRUP
RILQGLYLGXDO EHLQJ DVJLYHQ PD\ H[LVW ZLWKLQ WKLV DEVWUDFWUHDOLW\ /LYLQJ)DLWK (OOXO¶V
³LGHDOL]HG HOVHZKHUH ´ SRLQWV WRDFULVLV RI H[LVWHQWLDO ORFDWLRQ WKDW UHVXOWV LQ WKH WUDQVIRUPDWLRQ
IURP DPELJXRXV WRREMHFWLYH IRUP ,QWKH ³HOVHZKHUH ´ RIDEVWUDFW H[LVWHQFH DOO HQGVKDYHEHHQ
HOLPLQDWHG UHVXOWLQJ LQ DQHQGOHVV SURGXFWLRQ RIPHDQV WKH)%60DQDVWKH)%6FDQQRW JDLQ
GLVWDQFH IURP WKHHQVHPEOH RIPHDQV EHFDXVHWHFKQLFDO UHDOLW\¶V VLQJXODULW\ RI VWUXFWXUH
HOLPLQDWHV DZDUHQHVV RIWKHSUHVHQFHRI FRQWUDGLFWLRQ DVDJLYHQ UHDOLW\ (OOXO ILUVW KLQWV DWWKH
VRFLROLQJXLVWLF SUREOHP RIDILUVWRULHQWLQJ IRUP LQ3UHVHQFHVXJJHVWLQJ WKDW WKH)%6DVD
PRQRVWUXFWXUDO IRUP RIDZDUHQHVV JLYHV WKH DSSHDUDQFHRI³IRUPOHVVQHVV ´ GXHWRWKH
PRQRVWUXFWXUDO LQFDSDELOLW\ WRSURGXFHPHDQLQJ 7RWKH WHFKQLFDO FRQVFLRXVQHVV WKHZRUOG
DSSHDUV³IRUPOHVV ´ EHFDXVH DVWKH)%6WKHKXPDQ HWKLFDO DJHQW KDVEHHQUHQGHUHG
SDUDGR[LFDOO\ ³LPPRELOH ´ E\WKHRQWRORJLFDO UHYHUVDO RIEHLQJ WRDFWLRQ (OOXO 3UHVHQFH
LPSOLHV WKDW WKLV SUREOHP RIDJHQF\ LV WKH GLUHFW UHVXOW RIDPRQRVWUXFWUXDO UHODWLRQ ZKHQKH VWDWHV
³7KLV SURIRXQG LPPRELOLW\    FUHDWHV DIRUPOHVV NLQG RIVRFLHW\ ,Q VSLWH RIDOO WKHSROLWLFDO
VWUXJJOHV WKHUH LVDSURJUHVV WRZDUGXQLIRUPLW\ DQDOLJQPHQW RIDOO YDOXHV RIDOO LGHRORJLHV
EDVHGXSRQ DIHZHVVHQWLDO HOHPHQWV RIFLYLOL]DWLRQ ´ %HFDXVH ³WKH FRGHKDVEHFRPH
WHFKQRORJLFDO ´ 6\VWHP DOO VRFLDO DQGFXOWXUDO YDOXHV DUHQRZIRUPHG LQ DQGE\WKLV FRGH
LH DPRQRVWUXFWXUDO ODQJXDJH WKDW FRQVWUXFWV DYLHZ RIUHDOLW\ DSDUWIURP ZKDW H[LVWV IURP DQ\
JLYHQ SRLQW RIRULJLQ

(OOXO 3UHVHQFHDVNVWKH UHDGHUWRFRQVLGHU WKHSURIRXQG LOOXVLRQ RIZKDW FRQVWLWXWHV
³QHFHVVLW\ ´ LQ DVRFLHW\ IRUPHG LQ DQGE\WHFKQLFDO YDOXHV E\TXHVWLRQLQJ ZKR LVVHUYHGE\WKLV
IRUP RIQHFHVVLW\ 7KH HWKLFDO ³ZKR ´ KDVEHHQHOLPLQDWHG DQGZLWK WKLV FRQFUHWH LQGLYLGXDO DQ\
QRWLRQ RIMXVWLFH EH\RQG WKDW RI WKHPDGH $VLQGLYLGXDO HWKLFV FRQIRUP ZLWK WHFKQLFDO PRUDOLW\
³WKRVH WKLQJV RQZKLFK ZHPDNHRXUKXPDQLW\ PRVW VWURQJO\ GHSHQGHQW GLYHUVLW\ DOWUXLVP QRQ
FRQIRUPLW\ ´ EHFRPHDEVWUDFWLRQV GHYHORSHG E\DQGZLWKLQ WKH WHFKQRORJLFDO V\VWHP 6\VWHP
7KXV IRU(OOXO WHFKQLFDO PRUDOLW\ DQGKXPDQ MXVWLFH DUHERWK WKHRORJLFDOO\ DQG
SKLORVRSKLFDOO\ DWRGGV7KLV DUHDRILQFRPSDWLELOLW\ LQ(OOXO LV DUJXHG IURP WKHVWDQGSRLQW RI
FRPSHWLQJ SHUVSHFWLYHV RIIHUHG E\&OLIIRUG &KULVWLDQV PDVV PHGLD FULWLFLVP ³-XVWLFH DQGWKH
*OREDO 0HGLD ´ -DQ'HQJHULQN DQFLHQW *UHHNSKLORVRSK\ ³7KH ,GHDRI -XVWLFH LQ
&KULVWLDQ 3HUVSHFWLYH ´ DQG5LFKDUG 6WLYHUV 0RGHUQLVW VRFLDO SKLORVRSK\ 7KH&XOWXUHRI
&\QLFLVP :KLOH 6WLYHUV QRWHVWKH DOLJQPHQW RI(OOXO¶V WHFKQLTXH ZLWK WKHVRFLDO FULWLFLVPV
RI0DF,QW\UH DQHPRWLYH ODQJXDJH RIEHOLHI YVIDLWK .LHUNHJDDUG DQG7RFTXHYLOOH HPHUJHQFH
RIWKH FRUSRUDWHSHUVRQ DQG0XPIRUG WHFKQLFDO IRUPV DVERWKPDWHULDO DQGQRQPDWHULDO KH
YLHZV (OOXO DVKDYLQJ WKHJUHDWHVW GHJUHHRI DIILQLW\ ZLWK:HEHUFRQFHUQLQJ WKH LPSRVVLELOLW\ RI
WHFKQLFDO ³MXVWLFH ´ +HUH6WLYHUV PDLQWDLQV WKDW WKHVRFLDO FXOWXUDO SKLORVRSKLHV RI
ERWK(OOXO DQG:HEHUDUHJURXQGHG LQ WKHQRWLRQ WKDW HIILFLHQF\ DQGMXVWLFH DUHQRWFRPSDWLEOH
HOHPHQWV  )URPWKH VWDQGSRLQW RIFXOWXUDO YDOXH FRQVWUXFWV RQHPXVW EHVDFULILFHG LQ
RUGHUIRUWKHRWKHU WRH[LVW DVDYDOXH 7KLV WUDQVIRUPDWLRQ RI YDOXH UHSUHVHQWV DJUDYH SUREOHP
QRWPHUHO\ IURP (OOXO¶V VRFLRORJ\ RIWKH VXEMHFW EXW IURP WKHWKHRORJLFDO SHUVSHFWLYH WKDW SODFHV
 5LFKDUG6WLYHUV7KH&XOWXUHRI&\QLFLVP$PHULFDQ0RUDOLW\LQ'HFOLQHFRQQHFWV:HEHU¶VDOLJQPHQW EHWZHHQ
WKHTXHVWIRUHIILFLHQF\ DQGEXUHDXFUDWLFHTXDOLW\ZLWK(OOXO¶V QRWLRQRIXQLIRUPLW\ DVDFRQGLWLRQRIWHFKQLFDO
HTXDOLW\ 

WKLV VXEMHFW LQ UHODWLRQ ZLWK DQGLQ VHUYLFH WR*RGDQG+LV HQGVWKURXJK DWWHQWLRQ WRWKH
XQIROGLQJ RI FUHDWLRQ LQ +LV WLPH
5HODWLRQVRI3RZHU RYHU/RYH
,Q7KH3UHVHQFHRIWKH.LQJGRP(OOXO IXUWKHU VLWXDWHV WKH LQFRPSDWLELOLW\ EHWZHHQ MXVWLFH
DQGHIILFLHQF\ E\FRPSDULQJ WKHV\PEROLF VWUXJJOH IRUPHDQLQJ ZLWK WKHGHV\PEROL]HG VWUXJJOH
IRU SRZHU,QWKHPRYH IURP WUDGLWLRQDO WRWHFKQLFDO FXOWXUH WHFKQLTXH DVDIRUP RISXUHSRZHU
VXEMXJDWHV SDUWLFXODU IRUPV RI EHLQJ ZKLOH DGYDQFLQJ DXQLIRUP DFWLRQ LH WHFKQLTXH ,QWKH
FDVHRISROLWLFDO DQGLQWHUFXOWXUDO FRQIOLFWV WKLV DPRXQWV WRDVWUXJJOH QRW EHWZHHQ LQFRPSDWLEOH
ZRUOGYLHZV EXWUDWKHU EHWZHHQ LQFRPSDWLEOH SRZHUV
³7KDW LV WKHPHQZKRDUHVWUXJJOLQJ DUHILJKWLQJ IRULOOXVLRQV    VDFULILFH
WKHPVHOYHV IRU EDGUHDVRQV 7KH DFWXDO FRQIOLFWV    DUHVWUXJJOHV RISHUVRQV RI
WHDPV    IRU SRZHU    WKH\ UHSUHVHQW RSSRVLQJ IRUFHV EXW QRWGLIIHUHQW YLHZV RI
WKHZRUOG ´ 
$VPHDQV LQGLYLGXDOV WKLQNLQJ DQGDFWLQJ LQ FRQIRUPLW\ ZLWK WKH DQRQ\PRXV WHFKQLFDO PDVV
VKDUH DZRUOGYLHZ ± DQGWKHUHIRUH DUHQRWLQ FRQIOLFW ZLWK RWKHUPHQ DVPXFK DVWKH\ DUHLQ
FRQIOLFW ZLWK DQRQ\PRXV VRXUFHVRI WKHSRZHURIDFWLRQ 7KLV UHDOLW\ IXUWKHU HQODUJHV WKHVSKHUH
RIWHFKQLTXH DVFXOWXUDO SKLORVRSKLHV VWUXFWXUHG WRZDUGSURYLGLQJ DJURXQG IRUPHDQLQJ YVD
JURXQG IRUPRELOL]DWLRQ DUHUHQGHUHG LQHIIHFWLYH DJDLQVW IRUFHVRI WHFKQLTXH
,Q7KH7HFKQRORJLFDO 6\VWHP (OOXO HPSKDVL]HV WKH OLPLWDWLRQV LPSRVHG E\DPRQRORJLF
UHDOLW\ DQGGLVFRXUVH XSRQ WKH VSKHUHRIDXWKHQWLF KXPDQ DJHQF\ DQGHWKLFDO DFWLRQ E\DVVHUWLQJ




DQG E\WKLVYHU\IDFWLWLVDFROOHFWLYH LGHD>EXWQRWFROOHFWLY LVW EHFDXVHWKLVLVKXPDQLGHRORJ\DWZRUN DQ³LVP´@´
 

HOVH LV VZHSWDZD\ ´ ,Q RUGHUWRDWWDLQ WKLV SRZHURIRSSRVLWLRQ WKHKXPDQ WHFKQLTXH RI
SURSDJDQGD ± DPHDQV RIH[SUHVVPRELOL]DWLRQ DFKLHYHG WKURXJK WKHXVHRIFOLFKpJHQLF ODQJXDJH
WRFRQVWUXFW DSXUHO\ WHFKQLFDO FRXQWHUQDUUDWLYH WRDQ\ IRUP RINQRZOHGJH ZKLFK DULVHV DVD
SURGXFW RIFRQFUHWH DQG ORFDOL]HG H[SHULHQFH ± EHFRPHV DQHVVHQWLDO WRRO IRUDFKLHYLQJ KXPDQ
FRRSHUDWLRQ (OOXO PDLQWDLQV WKDW DSSHDOV WRFXOWXUH RUUHOLJLRQ DUHXVHOHVV DJDLQVW ³WKH
SV\FKRORJLFDO DVVDXOWV RISURSDJDQGD ´ QRUFDQPDVV HGXFDWLRQ SOD\ DUROH KDYLQJ EHFRPH
UHGXFHG WR\HW DQRWKHU PHFKDQLVP RIWKHV\VWHP ³2QO\ SURSDJDQGD FDQ UHSO\ WR
SURSDJDQGD ´ LQ DZRUOG ZKHUH ³KDYLQJ WHFKQRORJLFDO ZD\VRIFRSLQJ ´ KDYHEHFRPH³DPDWWHU RI
OLIH DQGGHDWK IRU DOO RIXV ´  7KH UHODWLRQVKLS EHWZHHQ WHFKQLFDO QHFHVVLW\ DQG
DXWRQRPRXV FRQIRUPLW\ KHUH LV LPSOLHG E\WKHUHGXFWLRQ RIDOO KXPDQ YDOXHV WRXVHYDOXHV DV
UHDO OLIH EHFRPHV HQFORVHG E\WKH WHFKQLFDO DUWLILFH DOO IRUPV RI VRFLDO DJHQF\ PXVW EHFRPH
H[SUHVVLRQV RIWHFKQLFDO SRZHULQRUGHUWRSDUWLFLSDWH LQ WKHQHZ UHDOLW\ EHLQJ IRUPHG LQ DQGE\D
GLVFRXUVH RI SXUHSRZHU(OOXO¶V XVDJHRI WKHWHUP ³SURSDJDQGD ´ FDQEHYLHZHG DVUHIHUULQJ WR
DQ\GLVFRXUVH WKDW UHIOHFWV WKLV FORVHG IRUP RIFRQVFLRXVQHVV DFORVXUH PDGHSRVVLEOH E\DQ
DEVROXWH XQDPELJXRXV DQGSXUHIRUP WKDW QHJDWHV DQ\ H[SHULHQFH RIGLVWDQFH LQ WKH
FRQFHSWXDOL]DWLRQ RIZKDW FRQVWLWXWHV µH[SHULHQFH¶
5HJDUGLQJ WKHVROH SRVVLELOLW\ RIDSSO\LQJ SURSDJDQGD DVDUHSO\ WRSURSDJDQGD WKH
HIIHFWV RIWHFKQLTXH DVDXQLYHUVDO IRUP RIPHGLDWLRQ DQGWKHUHIRUH KXPDQ UHODWLRQV DUHFKLOOLQJ
ZKHQ FRQVLGHUHG WKURXJK (OOXO¶V WKHRU\RI GLVFXUVLYH VWUXFWXUH %HFDXVH LW LV DPRQRORJXH (OOXO
3URSDJDQGDVXJJHVWV WKDW SURSDJDQGD UHTXLUHV DQXQUHIOHFWLYHO\FRQVWUXFWHG DZDUHQHVV RIWKH
RWKHU DVDQHQHP\LQ RUGHUWR HIIHFW WKH IRUPDWLRQ RIDQDWWLWXGH WKDW GHQLHV WKH HPHUJHQFH RI DQ\





3XEOLF2SLQLRQDQG3URSDJDQGD HGLWHGE\'DQLHO.DW] HWDO1HZ<RUN 'U\GHQ3UHVV

VXEVHTXHQW UHIOHFWLYH LQWHUYHQWLRQ ZKLOH XQFRQVFLRXVO\ SURYRNLQJ DQDFWLRQ WKDW KDVEHHQ
DQRQ\PRXVO\ GHFLGHG LQ DGYDQFH ± DPRYH WKDW FRQVWLWXWHV WKHYHU\ DQWLWKHVLV RIHWKLFV 
(OOXO¶V WKHRORJLFDO REMHFWLRQ WRWKLV VRFLRORJLFDO K\SRWKHVLV LVSHUKDSVEHVWVXPPDUL]HG E\
'DUU\O :HQQHPDQ ³7KH 9LFHVRI7HFKQLFL]HG 5HOLJLRQ´ ZKRVWDWHV WKDW IRU(OOXO ³WKH FRQIOLFW
EHWZHHQ WKHXVHRI WHFKQLFDO PHDQV DQGWKHSURSDJDWLRQ RI WKH&KULVWLDQ PHVVDJH LV WKDW D
WHFKQLFDO RSHUDWLRQ LV QRWHVVHQWLDOO\ DQDFWRIORYH ,WWHQGV WREHDQDFWRIGRPLQDWLRQ DQG
FRQWURO´  :KLOH WHFKQLTXH¶V SXUHO\ PDWHULDO UHDOLW\ HOHYDWHV WKHYDOXH RIHIILFLHQW XVHWRWKH
QHZXQLYHUVDO VDFUHGLW VLPXOWDQHRXVO\ GHVWUR\V WKH IRXQGDWLRQ RI DXWKHQWLF KXPDQ UHODWLRQV
SUHYLRXVO\ IRUPHG LQ DQGWKURXJK GLDOHFWLF FRQVFLRXVQHVV LHDUHDFKLQJ WRZDUG WKHRWKHU
PRWLYDWHG E\WKHXOWLPDWH IRUP RIPDWHULDO µXVHOHVVQHVV¶ ± ORYH /RYH VHHQDVWKHLUUDWLRQDO VWDWH
RIEHLQJ IRU EHLQJ PXVW QRZEHFRPHDSXUHO\ REMHFWLILHG UDWLRQDO DFWLQ RUGHUWRJDLQ HQWUDQFH
WRWHFKQLTXH¶V LQDXWKHQWLF UHDOLW\ 6\VWHP
,Q7KH7HFKQRORJLFDO 6\VWHP (OOXO HQJDJHV LQ DQH[SOLFDWLRQ RIZK\ WKHLUUDWLRQDO
H[SHULHQFH RI ORYH VHHQ IURP KLV WKHRORJLFDO SHUVSHFWLYH DVWKHUHDVRQ IRU KXPDQLW\¶V EHLQJ
PXVW EHWUDQVIRUPHG IURP WKHJLYHQ WRWKHPDGHE\WKHGHQLDO RI VXEMHFWLYH IUHHGRP DQG
VSRQWDQHLW\ WKDW FKDUDFWHUL]HV DXWKHQWLF JLYLQJ +HUHLW LV LPSRUWDQW WRHPSKDVL]H
WKDW IRU(OOXO EHLQJ ZKLFK LV QRW JLYHQ LV LQFDSDEOH RI JLYLQJ EHFDXVHJLYLQJ LV DQLUUDWLRQDO
V\PEROLF DFWUHTXLULQJ DFRQFUHWH VXEMHFW LQ UHODWLRQ WRWKHREMHFWRI WKHJLIW %RWKJLYLQJ DQG
UHFHLYLQJ DUHµIUHH¶ UHVSRQVHV LHWKH\ WDNHSODFHZLWKLQ DVSDFHRIIUHHGRP OLPLWHG DQG
SUHVHUYHGE\GLDOHFWLF DZDUHQHVV +RZHYHU LQ DXWKHQWLF EHLQJ¶V WUDQVIRUPDWLRQ WR)%6E\
WHFKQLFDO QHFHVVLW\ ORYH ³LV VWULSSHGRI DOO IHHOLQJ DOO FRPPLWPHQW RIHYHU\WKLQJ WKDW LQYROYHV
JLYLQJ LPSXOVH SDVVLRQ ± DOO WKHPHUULPHQW RIORYH ± DQG    LV EURXJKW GRZQ WRDQ DFW ´
6XSSRUW IRUWKLV QRWLRQ LV IRXQG LQ 6WLYHUV¶ ³7KH )HVWLYDO LQ/LJKW RIWKH7KHRU\ RIWKH7KUHH

0LOLHXV ´ FULWLTXH RIPDVVPHGLDWHG FXOWXUH VSHFLILFDOO\ WKURXJK KLV IRFXV XSRQ(OOXO¶V
WUDQVIRUPDWLRQ RI DXWKHQWLF KXPDQ HPRWLRQ WRDSXUHO\ YLVXDO FRQVWUXFW 
,QKLV FULWLTXH RIJOREDO DGYHUWLVLQJ FXOWXUH 6WLYHUV SRLQWV WR(OOXO¶V RQWRORJLFDO UHYHUVDO
RIUHDOLW\ E\H[HPSOLI\LQJ WKHH[SHULHQFH RI DSXUHO\ SHUVRQDO LUUDWLRQDO FRQVWUXFW WKURXJK DQ
REMHFWLYHO\ SHUIRUPDWLYH GLPHQVLRQ WRZKLFK WKH LQGLYLGXDO DVDPHDQV LV H[SHFWHGWRFRQIRUP
³>O@RYH LV KROGLQJ KDQGV DQGGULQNLQJ D&RNH ´7KLV H[DPSOH RIWKH DQRQ\PRXV PDVV
PHGLDWHG UHIRUPXODWLRQ RIDSDUWLFXODU FRQFUHWH KXPDQ HPRWLRQ IRUPHUO\ GHYHORSHG LQ DXWKHQWLF
UHODWLRQ LPSOLFDWHV WKHPRQRORJLFDO VKLIW IURP LQGLYLGXDO IRUPDQGEHLQJ LQ UHODWLRQ WRWKHSXUHO\
PDWHULDO UHDOLW\ FRQYH\HG LQ DQGWKURXJK WKH DQRQ\PRXV FROOHFWLYH LPDJH ± IRUP SOXVEHLQJ
+HUHEHLQJ LVQRW RQO\ GHILQHG DVSHUIRUPDWLYH EXW H[LVWV RQO\ LQ LWV FRQIRUPLW\ WRDSDUWLFXODU
FRUUHFWSHUIRUPDQFH WKDW UHTXLUHV UHSURGXFWLRQ RQDPDVV VFDOH LHFRQIRUPLW\ ZLWK WKHDFWLRQ
SUHVFULEHG E\WKHWHFKQRORJLFDO FRGH 7KH)%6¶VIRFXVRQSHUIRUPDQFH DQGUHSURGXFWLRQ LV DV
(OOXO H[SODLQV LQ 6\VWHP³DOZD\V DPDWWHU RIILQGLQJ DQH[WHULRU SURFHGXUH ´ E\ZKLFK WKH
FRQWDLQHU WKHPHWKRG UHSODFHV WKH FRQWHQW WKHPHDQLQJ DVWKHIRFXV RIDWWHQWLRQ 
/RYH LV QRZDQREMHFWZKLFK PXVW EHFRQVXPHG E\DQREMHFWRIFRUUHVSRQGLQJ WHFKQLFDO PHDQV
LQ RUGHUWKDW ORYH PD\EHFRPHDSXUHO\ YLVXDO DGGLWLYH TXDOLW\ RI WKHFRQVXPLQJ PHDQV¶ SXUHO\
YLVXDO H[LVWHQFH ZLWKLQ WKHPDVV /RYH LV QRORQJHU DP\VWHULRXVO\ DPELJXRXV SULYDWH DQG
LQWHUSHUVRQDO KXPDQ UHODWLRQ EXWDSXEOLF GHPRQVWUDWLRQ WKDWPXVW EHVHHQ WREHFRQVLGHUHG D
UHDOLW\ ZLWKLQ WKHUHLILHG WHFKQLFDO XQLYHUVH 




 (OOXO 6\VWHPH[SODLQV KRZWKLVFRQVWUXFWLVHIIHFWHGRQDPDVVVFDOHDVDQLQIRUPDWLRQDO PHDQVRIUHRUGHULQJ
WKHKXPDQPHDQVWRSDUWLFLSDWHLQWHFKQLFDOVHOIDXJPHQWDWLRQDORQJWKHOLQHVVXJJHVWHG³7KHPHFKDQLVPRI




7KH7ULXPSK RI8QLYRFDOLW\ RYHU3OXULYRFDOLW\ 6LQJXODULW\ RI)RUP DQG WKH$EVHQFHRI
1RUPV
,QFRQVLGHUDWLRQ RIWKHQHFHVVLW\ WRHPSOR\ PHDQV RI³WHFKQRORJLFDO FRSLQJ ´ DVD³PDWWHU
RIOLIH DQGGHDWK ´ LQ WHFKQRORJLFDO VRFLHW\ WKHGULYH WRZDUGWKH WHFKQLFDO YDOXH RI HIILFLHQF\
EHFRPHVQRWRQO\ QRUPDWLYH EXWWKH VXSUHPH VRXUFHRIQRUPDWLYH YDOXH 7KH IRUHJRLQJ SRLQW
UHJDUGLQJ YDOXH GUDZVDWWHQWLRQ WRDQLPSRUWDQW SURSRVLWLRQ UHJDUGLQJ WKHGHFOLQH RIDOO
FRQWUDGLFWRU\ HOHPHQWV WKDW KDYHSUHYLRXVO\ FRQVWLWXWHG FXOWXUH 6LPSO\ VWDWHGZKHQ WKHUH LV QR
ORQJHU DQ\GLVWLQFWLRQ EHWZHHQ IRUPVWKHUH LV QRORQJHU DQ\GLVWLQFWLRQ EHWZHHQ QRUPVUHVXOWLQJ
LQ WKHKRPRJHQHLW\ RIZRUOGYLHZ GHVFULEHG ILUVW LQ(OOXO¶V 7KH3UHVHQFHRIWKH.LQJGRPDQG
ODWHU GHYHORSHG LQ 7KH7HFKQRORJLFDO6\VWHP DVDGHV\PEROLF SURFHVVRI IUDJPHQWDWLRQ DQG
UHXQLILFDWLRQ WKDW WDNHVSODFHRQSXUHO\ REMHFWLYH WHUPV ,QKLV FULWLTXH RIJOREDO PHGLD HWKLFV
&OLIIRUG &KULVWLDQV ³7KH 3KLORVRSK\ RI7HFKQRORJ\´ VLWXDWHV WKHFULVLV RI ³WHFKQRFUDWLF ´
LQVWUXPHQWDOLVW FXOWXUH ZLWKLQ WKLV ³YDFXXP RI QRUPV ´ )XUWKHUPRUH &KULVWLDQV FRQQHFWV
WKH DEVHQFHRI QRUPV ZLWK WKH DEVHQFHRI HQGVLQ WHFKQRFUDWLF VRFLHW\ SRLQWLQJ WRZDUG DSUREOHP
RIFXOWXUDO ³GZHOOLQJ ´ LQ DUHDOLW\ YRLGRI KXPDQ VSLULW ,Q WHFKQLTXH¶V SXUHO\ PDWHULDO
UHDOLW\ WKHH[SHULHQFH RIOLIH DVJLYHQ EHFRPHV DQDEVWUDFW H[SHULHQFH RXWVLGH RIOLIH LWVHOI 
&XOWXUDO DUWLIDFWV EHFRPH UHGXFHGWRDHVWKHWLFV WKH DSSHDUDQFHRISXUHO\ DHVWKHWLF GLIIHUHQFH
ZKLOH FXOWXUDO NQRZOHGJH EHFRPHV UHGXFHGWR IDFWVRULQIRUPDWLRQ 7KHKXPDQ FXOWXUDO KRPH LV
VWULSSHG RIHYHU\ HOHPHQW WKDW SRLQWV WRZDUG VXEMHFWLYH KXPDQ EHLQJ DVWKH VRXUFHRIPHDQLQJ
DQGDFWLYLW\ WUDSSLQJ EHLQJ DVJLYHQ LQ WKH ³HOVHZKHUH ´ H[LVWHQFH RIEHLQJ DVPDGH ± PDQDVWKH
SXUHO\ PDWHULDO DEVWUDFW DUWLILFH RI KLV KHUJLYHQ VHOI ,QWKHRUHWLFDO VLPLODULW\ ZLWK +HLGHJJHU¶V
3RVW0RGHUQSKHQRPHQRORJ\ RI EHLQJ (OOXO WDNHVWKHSRVLWLRQ WKDWPDQ HQFRXQWHUV RQO\ KLP 
 7KH7HFKQRORJLFDO6\VWHPS

KHUVHOI LQ WKLV DEVWUDFW UHDOLW\ RIKLV RZQPDNLQJ LQ KLV KHU DOLHQDWLRQ IURP DZRUOG RIREMHFWV
SUHYLRXVO\ KHOG LQ UHODWLRQ WKURXJK WKHXQLW\ RIVLPLODULW\ DQGGLIIHUHQFH 
7HFKQLFDO &XOWXUH DVWKH1HJDWLRQRIWKH+XPDQ 3URMHFW RI([LVWHQFH
:RUNLQJ XSRQ(OOXO¶V DQDO\VLV RI V\PEROLF FXOWXUH YVWHFKQLFDO VRFLDOL]DWLRQ :LOOHP
9DQGHUEXUJ 7KH*URZWKRI0LQGVDQG&XOWXUHPDLQWDLQV WKDW WHFKQLFDO ORVV RI V\PEROL]DWLRQ
HOLPLQDWHV WKHFRFRQVWUXFWLYH GLVWDQFH EHWZHHQ LQGLYLGXDO H[SHULHQFH DQGWKH FROOHFWLYH ³SURMHFW
RIH[LVWHQFH ´ WKDW SHUPLWV KXPDQ FXOWXUH WRHYROYH 6XJJHVWLQJ DSUREOHP RI
PHGLDWLRQ DVWKH VRXUFHRIFXOWXUDO LPPRELOLW\ LQ WKHWHFKQLFDO PLOLHX 9DQGHUEXUJ PDLQWDLQV WKDW
DFXOWXUH¶V FROOHFWLYH ³SURMHFW RIH[LVWHQFH ´ PXVW EHGULYHQ E\DODQJXDJH WKDW EULGJHV WKH
GLVWDQFH EHWZHHQ WKHVWUXFWXUH RI LQGLYLGXDO H[SHULHQFH LQ D³QRQXQLIRUP PDQQHU ´ WKDW LV
WKURXJKDPXOWLSOLFLW\RIIRUPV6WUHVVLQJ WKHXQLW\ RIFRQWUDULHV WKDW IRU(OOXO FRPSULVH WKH
VRFLDOO\FRQVWUXFWLYH GLPHQVLRQ RIKXPDQ FXOWXUH 9DQGHUEXUJ VWDWHVWKDW ³>W@KH VRFLDO GLPHQVLRQ
RIPHGLDWLRQ PXVW DOORZ WKHSURMHFWRIH[LVWHQFH WRFRQGLWLRQ WKHGDLO\ H[SHULHQFHV RIWKH
PHPEHUV RIDVRFLHW\ GLIIHUHQWO\ ZKLOH OHDYLQJ URRP IRUKXPDQ IUHHGRP DQGFUHDWLYLW\ ZLWKRXW
ZKLFK QRFXOWXUDO HYROXWLRQ LV SRVVLEOH ´ ,Q RWKHUZRUGVWKHGLVWDQFH EHWZHHQ ³VRFLDO
GLYHUVLW\ ´ GLIIHUHQFH DQG³FXOWXUDO XQLW\ ´ VLPLODULW\ DOORZV IRUWKH H[LVWHQFH RI DWKLUG VSDFH
RIPHDQLQJ WKDW SURWHFWV DQGSURPRWHV DXWKHQWLF IRUPV RIDJHQF\ XSRQZKLFK FXOWXUDOO\
V\PEROLF UHQHZDO DQGQRWPHUHPDWHULDO UHSURGXFWLRQ FDQWDNHSODFH 
,QWKH IRUZDUG WR9DQGHUEXUJ¶V 7KH*URZWKRI0LQGVDQG&XOWXUHV(OOXO HPSKDVL]HV WKH
UROH RIUHQHZDO YVUHSURGXFWLRQ LQ WKHGHILQLWLRQ RI FXOWXUH 6LWXDWLQJ FXOWXUH ZLWKLQ DQHYHQW
RQWRORJ\ (OOXO ³)RUZDUG ´ UHMHFWV WKHQRWLRQ RI FXOWXUH DVDSXUHO\ PDWHULDO UHDOLW\ FRQVWUXFWHG
WKURXJK WKHQRPLQDOL]DWLRQ RI DEVWUDFWSULQFLSOHV ³&XOWXUH LV QHLWKHU DFRQFHSW QRU DQLQGLFDWRU\
SULQFLSOH EXWWKHZD\ LQZKLFK WKH FKDOOHQJH RIOLIH LVOLYHG ´ [YLLL )XUWKHUPRUH (OOXO YLHZV

9DQGHUEXUJ¶V WKHRU\ RIFXOWXUH DVDWWHQWLYH WRWZRHOHPHQWDO IDFWRUV LQ WKHWKHRU\ RI ODQJXDJH DV
VRFLDO FRQVWUXFWLRQ FXOWXUDO GLYHUVLW\ DQGSURFHVVHVRI DFFXOWXUDWLRQ DVGHWHUPLQLQJ IDFWRUV LQ
RSHQV\VWHPV RIFRPPXQLFDWLRQ [YLLL :KLOH VRPHSKLORVRSKHUV RI WHFKQRORJ\ SRVLWLRQ (OOXO¶V
WKHRU\ RIWHFKQLTXH RXWVLGH WKHVFRSHRIVRFLDO FRQVWUXFWLYLVP (OOXO¶V FRPPHQWV KHUH DSSHDU
WRLQGLFDWH RWKHUZLVH DOWKRXJK LW VKRXOG EHHPSKDVL]HG WKDW KLV WKHRFHQWULF IRXQGDWLRQV ZRXOG
GLVWDQFH KLP IURP DQ\ 3RVW0RGHUQWKHRU\ RIFRPPXQLFDWLRQ +RZHYHU WKHQRWLRQ RIFXOWXUH DV
GHSHQGHQW XSRQRSHQV\VWHPV RIFRPPXQLFDWLRQ H[LVWLQJ ZLWKLQ DXQLW\ RIGLIIHUHQFH DQG
VLPLODULW\ GLUHFWV WKH FXUUHQW DQDO\VLV EDFNWRWKH LVVXH RIKXPDQ V\PEROL]DWLRQ YV WHFKQLFDO
VLJQLILFDWLRQ ± DGHV\PEROL]HG IRUP RIODQJXDJH %HFDXVH WKH HWKLFDO FRQFHUQV DVVRFLDWHG ZLWK
(OOXO¶V GLVFRXUVH WKHRU\ DUHJURXQGHG LQ WKLV VWUXFWXUDO GLFKRWRP\ WKHIROORZLQJ TXHVWLRQV DULVH 
:KDWGLVWLQJXLVKHV WUDGLWLRQDO VRFLHWLHV IURP WHFKQRORJLFDO VRFLHWLHV LQ WHUPV RIFRFRQVWUXFWLYH
OLQJXLVWLF SURFHVVHVWKDWPHGLDWH EHWZHHQ LQGLYLGXDO H[SHULHQFH DQGFROOHFWLYH SURFHVVHVRI
DFFXOWXUDWLRQ" +RZGRHVWKLV V\PEROLF VWUXFWXUH SURWHFWDQGSURPRWHRSHQV\VWHPV ± HQDEOLQJ
KXPDQ FUHDWLYLW\ DQG FXOWXUDO UHQHZDO" +RZGRHVWUDQVIRUPDWLRQ RIWKHVWUXFWXUH RI ODQJXDJH
WKURXJK WKHWHFKQRORJLFDO SKHQRPHQRQ SURGXFH FORVHG V\VWHPV RI FRPPXQLFDWLRQ DQGPRUH
LPSRUWDQWO\ SUHYHQW WKHSRVVLELOLW\ RIUHWXUQ WRIRUPHU SURFHVVHVRIFXOWXUDO V\PEROL]DWLRQ"
7UDGLWLRQ &RQWH[WDQG&R&RQVWUXFWLYH 6\PEROLF0HDQLQJ
(OOXO¶V H[SOLFDWLRQ RIWHFKQLFDO UHDOLW\ DVFRQVWLWXWLYH RIDQGFRQVWLWXWHG E\DXQLYHUVDO
V\PEROLF V\VWHP WKDW GHQLHV DXWKHQWLFDOO\KXPDQ V\PEROLF IXQFWLRQ LVSRVLWLRQHG DVWKH FHQWUDO
WKHRUHWLFDO SURMHFWRI7KH7HFKQRORJLFDO 6\VWHP 7KURXJK KLV IRFXV RQWKHILUVWRULHQWLQJ IRUP DV
 7KHYLHZ WKDW(OOXO¶V WKHRU\RIWHFKQLTXHGRHVQRWDOLJQZLWKDVRFLDOFRQVWUXFWLYLVWSHUVSHFWLYHLVEDVHGXSRQ
(OOXO¶V WHFKQLFDOFRQGLWLRQVRIDEVROXWHHIILFLHQF\DQGDXWRQRP\+RZHYHU WKLVSRVLWLRQLVFXUUHQWO\XQGHUGHEDWH




³SURSDJDQGD´PD\EHDGRPLQDQWIRUP RIVRFLDOFRQVWUXFWLRQ -HURQLPR +HOHQD0HWDO HGLWRUV-DFTXHV
(OOXODQGWKH7HFKQRORJLFDO6RFLHW\LQWKHVW&HQWXU\ 6SULQJHU 

WKHGHWHUPLQLQJ IDFWRU LQ WKHWHFKQLFDO SKHQRPHQRQ WKDW JLYHV ULVH WRDUHYROXWLRQDU\ V\VWHP RI
PRQRORJLFDO UHODWLRQV (OOXO SRVLWV DQRQWRORJLFDO UHYHUVDO WKDW WKURXJK UHGXFWLRQ RIERWK
VXEMHFWV DQGREMHFWVWRPHDQV HOLPLQDWHV DQ\ FRQWH[W HVWDEOLVKHG LQ WKHLU GLVWDQFH IURP RQH
DQRWKHU ,QWKH DEVWUDFW ³HOVHZKHUH ´ VSDFHRI WHFKQLFDO UHDOLW\ WHPSRUDOO\GHSHQGHQW FRQWH[W LV
UHSODFHGE\VHTXHQWLDO H[SUHVVLRQV RIUDWLR )URP WKLV SRVLWLRQ (OOXO¶V GHQLDO RIWHFKQRORJLFDO
LHPRQRVWUXFWXUDO PHDQLQJ FDQEHSRVLWLRQHG DVDSKHQRPHQRORJLFDOO\ LQWHUSUHWLYH WKHRU\ RI
LQWHUSHUVRQDO FRPPXQLFDWLRQ 1RFRQWH[W FDQH[LVW RXWVLGH RIDFRQFUHWH UHODWLRQ EHWZHHQ
SDUWLFXODU SHUVRQV VLWXDWHG ZLWKLQ DSDUWLFXODU WLPH SODFH DQGVSDFH
,QWUDGLWLRQDO VRFLHWLHV V\PEROLF FRQWH[W PDQLIHVWV DVWKHHPERGLHG DFFXPXODWLRQ RI
SUDFWLFDO NQRZOHGJH OLYHG RXW E\PHPEHUV RI WKHJURXS )RU(OOXO FRQWH[W FDQEHVDLGWREH
FRQVWLWXWLYH RIWKH VSDFHRIPHDQLQJ WKDW DULVHV LQ WKHGLDOHFWLF WHQVLRQ EHWZHHQ WKHEDFNJURXQG
NQRZOHGJH DFTXLUHG WKURXJK DQRULJLQDWLQJ QDUUDWLYH DQG WKHIRUHJURXQG FRQGLWLRQV RIGDLO\
OLYLQJ WKDW FRQWLQXRXVO\ FKDOOHQJH WKHNQRZOHGJH JHQHUDWHG E\WKLV QDUUDWLYH &XOWXUH LQ WKLV
VHQVH FDQEHVHHQDVFRQVWLWXWHG HQWLUHO\ E\SDUWLFXODU KXPDQ VXEMHFWVZLWKLQ WKHG\QDPLF VSDFH
RIOLYHG H[SHULHQFH LQ DQXQFRQVFLRXVO\ HPERGLHG GLDOHFWLF UHODWLRQ WRERWKSDVWDQGSUHVHQW
UDWKHU WKDQ D³VWUXFWXUH ´ RI DQ\NLQG REMHFWLYH RURWKHUZLVH ,Q(OOXO¶V 7KH7HFKQRORJLFDO%OXII
ZRUGV³FXOWXUH LVQHLWKHU DVXSHUVWUXFWXUH QRUDQLQIUDVWUXFWXUH EXW DPHWDEROLF FLUFXLW ´ OLQNLQJ
WKH IRUHJURXQG RILQGLYLGXDO ³H[LVWHQWLDO H[SHULHQFH ´ ZLWK DEDFNJURXQG ³ERG\ RINQRZOHGJH ´
:KDWLV LPSRUWDQW IRU WKHFUHDWLRQ DQGPDLQWHQDQFH RIFXOWXUH DFFRUGLQJ WR(OOXO 7KH
7HFKQRORJLFDO%OXIILV WKHH[LVWHQFH RIDVWDEOH JURXSZKHUHLQ JHQXLQH FUHDWLYLW\ DQG
 7KLVGHILQLWLRQ GHULYHVIURP (OOXO¶V DQVZHUWRWKHTXHVWLRQ³ZKDWFDQZHFDOOFXOWXUH"´LQ7KH7HFKQRORJLFDO
%OXII  +HUHLQDGGLWLRQ(OOXO FRQQHFWVWKHQRWLRQVRIGLDOHFWLF H[LVWHQWLDO SULRULW\ DFRQFUHWH
SKHQRPHQRORJLFDODZDUHQHVVDQGFRFRQVWUXFWLYHNQRZOHGJHE\VWDWLQJ³:HPXVWDOVRWKLQNRIFXOWXUHDVDV\VWHP
WKDWHQDEOHVXVWRFRPPXQLFDWH GLDOHFWLFDOO\ ERWKDQH[LVWHQWLDO H[SHULHQFH DQGDERG\RINQRZOHGJH7KXVFXOWXUH
LVQHLWKHUDVXSHUVWUXFWXUHQRUDQLQIUDVWUXFWXUHEXWDPHWDEROLF FLUFXLWWKDWOLQNV WKHWZR´

VSRQWDQHLW\ FDQDULVH DPRQJ GLVWLQFWO\ GLIIHUHQW LQGLYLGXDOV FRPPXQLFDWLQJ DJDLQVW WKHEDFNGURS
RIDVKDUHG VHQVHRISUDFWLFDONQRZOHGJH 
3UDFWLFDO RUFRPPRQVHQVH NQRZOHGJH DFFRUGLQJ WR(OOXO LVZKDW ³JOXHV LQGLYLGXDOV WR
WKH FRQFUHWH ´ LHWRGLDOHFWLF UHDOLW\ DQGWKH HWKLFDO TXHVWLRQV WKDW DULVHZLWKLQ WKH VSDFHRI
FRQWH[W :KHQSUDFWLFDO NQRZOHGJH LV UHSODFHGE\³LQIRUPDWLRQ ´ KXPDQ PHPRU\ LV
VXEMXJDWHG WRZKDW9DQGHUEXUJ ³7KH (VVHQWLDO &RQQHFWLRQ  ´ UHIHUV WRDV³PDFKLQH
PHPRU\ ´ RUD³FRQWH[WOHVV PHPRU\ ´ +HUHWKH LPSRUWDQFH RIFRQWH[WXDO KXPDQ PHPRU\
IRU WKHSUHVHUYDWLRQ RI SKLORVRSK\ DQGFXOWXUH EHFRPHVRQHRI(OOXO¶V GHILQLQJ FRQGLWLRQV IRU
WUDGLWLRQDO FXOWXUH ZKLFK KHFRQFHLYHV DVWKHHPERGLPHQW RIDOLIH OLYHG LQ WKHFRQWH[WRID
SDUWLFXODUVHWRIKXPDQUHODWLRQV JURXQGHG LQ DVKDUHGVHQVHRISUDFWLFDO NQRZOHGJH )RU(OOXO
/LYLQJ)DLWKFXOWXUDO NQRZOHGJH FDQQRW EHUHGXFHG WRWKHPHUH DFFXPXODWLRQ RILQIRUPDWLRQ
WKDW SURMHFWV FRQVFLRXVQHVV RXW RIWKHKHUHDQGQRZDQGLQWR DQ³LGHDOL]HG HOVHZKHUH ´ 2Q
WKHRWKHUKDQG DV9DQGHUEXUJ ³&RQIURQWLQJ WKH6SLULW RI RXU$JH DVD&UHDWRURI&KDRV ´ KROGV
WUDGLWLRQDO IXOO\V\PEROLF VRFLHWLHV PDGH WKH³JUHDWHVW SRVVLEOH XVHRIFRQWH[W ´ DIRFXV WKDWZDV
GUDPDWLFDOO\ UHYHUVHG DPRQJ :HVWHUQ VRFLHWLHV GXULQJ WKHPLGWZHQWLHWK FHQWXU\ 
&RUUHVSRQGLQJ ZLWK WKHUHYROXWLRQ LQ FRQVFLRXVQHVV HIIHFWHG E\(OOXO¶V WHFKQLFDO SKHQRPHQRQ
WKLV VKLIW IURP FRQWH[WGHSHQGHQW FRPPXQLFDWLRQV WRFRQWH[WIUHH FRPPXQLFDWLRQV FDQEHVHHQ
DVWKH UHVXOW RI WKHWHFKQRORJLFDO FRGH¶VGHV\PEROLF UHVWUXFWXULQJ RIWKH V\PEROLFDOO\IRUPHG
UHODWLRQV RIWUDGLWLRQDO VRFLHWLHV ZKLFK QRZ IDLO WRSURYLGH DORFXV IRUFRPPRQ VHQVH
&XOWXUDO RUFRPPRQVHQVH NQRZOHGJH LVZKDW JURXQGV FXOWXUDO PHPEHUV LQ WKH FRQFUHWH
E\SURYLGLQJ DEDFNJURXQG WKDW LV HQWLUHO\ GHSHQGHQW XSRQ DSDUWLFXODU JURXS¶V V\PEROLF UHODWLRQ
WRDSDUWLFXODU HQYLURQPHQW GHILQHG LQ UHODWLRQ LWV SDUWLFXODU H[LVWHQFH ZLWKLQ SODFH VSDFHDQG

WLPH (OOXO 7KH7HFKQRORJLFDO%OXIIUHIHUV WRWKHIROORZLQJ TXRWHIURP (0RULQ WR
HPSKDVL]H WKHSRLQW WKDW WKH DFFXPXODWLRQ RILQIRUPDWLRQ DVNQRZOHGJH FDQQRW UHSODFHSUDFWLFDO
FXOWXUDO NQRZOHGJH RUFXOWXUDO DFTXLVLWLRQ WKURXJK FRPPRQ VSHHFK LQ FRPPRQ HYHU\GD\
HQFRXQWHUV ³   DV0RULQ ILQHO\ SRLQWV RXW ³7KH FULVLV LQ WKHKXPDQLWLHV OLHV ILUVW RIDOO LQ WKH
DUHDRINQRZOHGJH 7KHSUHGRPLQDQFH RILQIRUPDWLRQ RYHUNQRZOHGJH DQGRINQRZOHGJH RYHU
WKRXJKW KDVGLVLQWHJUDWHG WUXHNQRZOHGJH´ ´ 0RULQ LQ(OOXO 7KH7HFKQRORJLFDO%OXII 
0RULQ¶V VWDWHPHQW VXPPDULO\ H[SODLQV (OOXO¶V +XPLOLDWLRQ SUREOHP RIWHFKQLFDO NQRZOHGJH DV
WKHSXUHO\ UDWLRQDO FRQIODWLRQ RI WUXWK ZLWK VLJKW +RZHYHU (OOXO¶V UHIHUHQFH WR
0RULQ¶V VWDWHPHQW UHTXLUHV VRPHXQSDFNLQJ LQRUGHUWRIXUWKHU H[SORUH WKLV FRQQHFWLRQ ZLWK
UHJDUG WR(OOXO¶V GHQLDO RIDWHFKQRORJLFDO SKLORVRSK\ RUFXOWXUH 
7KH ILUVW SUREOHP LV RQHRILQIRUPDWLRQ RYHUNQRZOHGJH ,Q(OOXO¶V GHQLDO RIWHFKQLFDO
SKLORVRSK\ RUFXOWXUH WKLV FRQVWUXFW FDQEHVHHQ DVWKHGRPLQDQFH RIREMHFWLYH IDFWV RYHUOLYHG
H[SHULHQFH 7KH VHFRQGSUREOHP LV NQRZOHGJH RYHUWKRXJKW 7UDGLWLRQDO SUDFWLFDO NQRZOHGJH LV
XQFRQVFLRXVO\ FDUULHGRXWLQ RQH¶VZRUNDVDVSHFLILF PHDQV WRDVSHFLILF KXPDQ HQGDVZDVWKH
FDVHLQ WKH*UHHNQRWLRQ RI WHFKQH RUFUDIWZKLFK (OOXO ZRXOG SODFHZLWKLQ WKH OLPLWV RI D
³WHFKQLFDO RSHUDWLRQ ´ FKDUDFWHUL]HG E\SUHVHUYDWLRQ RIEHLQJ¶V DXWKHQWLF UHODWLRQ WRZRUOG $V
/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV H[SODLQV ³>LQ@ WKH WHFKQLFDO RSHUDWLRQ
FRQVFLRXVQHVV LVEHIRUH DQREMHFWDVRWKHUDQGVXEMHFWREMHFW GLDOHFWLFV DSSO\    ´(OOXO¶V
PRYH IURP WHFKQLFDO RSHUDWLRQ WRWHFKQLFDO SKHQRPHQRQ LQYROYHV WKH IXVLRQ RINQRZLQJ DQG
GRLQJ WKURXJK ³ILUVW WKHXVHRIGLVFRXUVH LQ HYHU\ RSHUDWLRQ ´ DQG VHFRQGE\³WKH UHGXFWLRQ RI
 .HLWK+%DVVRDGYDQFHVWKLVJHQHUDOSURSRVLWLRQLQ WKHWH[W:LVGRP6LWVLQ3ODFHVZKLFKDOVRVSHFLILFDOO\
SURSRVHVWKDWLGHQWLW\LVWKHRXWFRPHRIWKHXQFRQVFLRXVLQWHUQDOL]DWLRQRIV\PEROLFIRUPVWKDWPHGLDWHSDVWDQG





 0RULQ( 6RFLRORJLH3DULV)D\DUG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
PHWKRG WRLWV ORJLFDO GLPHQVLRQ DORQH ´ 7KH7HFKQRORJLFDO 6RFLHW\ /RYHNLQ H[SOLFDWHV
WKH LQWHUQDOL]DWLRQ RIWKLV GLVFXUVLYH DEVWUDFWLRQ WRFRQVFLRXVQHVV DQGWKHFUHDWLRQ RIDUHLILHG
UHDOLW\ WKDW WUXWK FDQQRW HQWHU E\IXUWKHU H[SODLQLQJ WKDWZLWKLQ WKHWHFKQLFDO SKHQRPHQRQ ³WKH
GLYLVLRQ EHWZHHQ FRQVFLRXVQHVV DQGWKHREMHFWLV DSSDUHQWO\ FDQFHOOHG ± LW LV FDQFHOOHG LQ
FRQVFLRXVQHVV EXWQRW LQ UHDOLW\ XQGHUVWRRG DVWKH7UXHZKDW(OOXO FDOOV OH9UDL ´ )RU(OOXO
WKH7UXH UHPDLQV DFFHVVLEOH EXW RQO\ LQ WHUPVRI KXPDQLW\¶V 3RVW)DOO FRQGLWLRQ ZKLFK UHTXLUHV
LW WREHFRQWLQXRXVO\ ZRUNHGRXW DVDV\PEROLF LHWHPSRUDO DQGFRQWH[WXDOO\GHSHQGHQW OLYHG
XQIROGLQJ RI H[SHULHQFH
,Q/RYHNLQ¶V 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV DQDO\VLV WKHSKHQRPHQRORJLFDO
GLIIHUHQWLDWLRQ EHWZHHQ V\PEROLF DQGGHV\PEROLF UHDOPV FDQEHH[SODLQHG DVIROORZV LQ WKH
WHFKQLFDO RSHUDWLRQ ³WKH ZRUOG LV H[SHULHQFHG DVWKHERG\H[SHULHQFHV LW   ´ LH LQ WKH
FRQFUHWH KHUH DQGQRZ+RZHYHU ZKHQ WHFKQLFDO RSHUDWLRQ LV WUDQVIRUPHG LQWR WKH WHFKQLFDO
SKHQRPHQRQ H[SHULHQFH RIZRUOG EHFRPHVGLVHPERGLHG DQH[SHULHQFH WKDW GLVFRQQHFWHG IURP
LWV FRQFUHWH RULJLQ LQ WKH UHDO LVUHORFDWHG LQWR (OOXO¶V /LYLQJ)DLWK³LGHDOL]HG HOVHZKHUH ´ 
7KLV EULQJV XV WR(OOXO¶V ILQDO QRWLRQ WKDW WUXHNQRZOHGJH LV GLVLQWHJUDWHG E\VXSSUHVVLRQ RIWKH
GLDOHFWLF LQ DPRYH ZKHUH LQIRUPDWLRQ DPRQRORJLF VWUXFWXUH UHSODFHVGLDOHFWLFDOO\DFTXLUHG
NQRZOHGJH DQGPRQRORJLFDOO\DFTXLUHG NQRZOHGJH UHSODFHV WKRXJKW SKLORVRSKLFDO UHIOHFWLRQ 
$VDUHVXOW RI WKLV PRYH WKRXJKW GHILQHG DVSKLORVRSK\ EHFRPHV VWUXFWXUDOO\ OLPLWHG WRWKH
UHSURGXFWLRQ RIWKH ILUVWRULHQWLQJ IRUP RU)%63KLORVRSK\ FHDVHVWRIXQFWLRQ DVSKLORVRSK\
EHFDXVH LW QRORQJHU VHUYHVKXPDQ EHLQJ DVDQHQGWRLWVHOI DQGLQ WKHRQWRORJLFDO UHYHUVDO RI
EHLQJ WRGRLQJ LV UHGXFHG WRWKHSOD\RI VHPDQWLFV
 (OOXO -³7KH7HFKQRORJLFDO2UGHU´ S

)UDJPHQWDWLRQ DQG5HXQLILFDWLRQ ± 7KH'HVWUXFWLRQRI3HWLW1DUUDWLYHVDQG5HFRQVWUXFWLRQ
LQWR7HFKQLFDO0HWDQDUUDWLYH
,QWHFKQRORJLFDO VRFLHWLHV ZKHUH OLIH WDNHVSODFH LQ DQGWKURXJK V\VWHPV RIPDVV
PHGLDWLRQ EHLQJ EHFRPHV DGLVHPERGLHG H[SHULHQFH DQGFRQWH[W LV WDNHQDVWKHLQWHJUDWLRQ RI
YLVXDO HOHPHQWV WKDW DSSHDUIURP PRPHQW WRPRPHQW SRVVHVVLQJ QRFRQFUHWH RULJLQ DQG
WKHUHIRUH QREDVLV RIFRQWLQXLW\ ,QVKRUW QRWKLQJ LV FRQQHFWHG WRDQ\WKLQJ HOVH DQGDVDUHVXOW
FRPPXQLFDWLRQ LVUHSODFHGE\LQIRUPDWLRQ WKHHQGOHVV UHSURGXFWLRQ RIDVWUXFWXUDO VLQJXODULW\
WKH)%67KLV PRYH SRVLWV DUHWXUQ WR(OOXO¶V 6\VWHPSUREOHP RIPRQRORJLF UHDOLW\ DVWKH
GHQLDO RIWKHSDUWLQ UHODWLRQ WRWKHZKROH DQGYLFHYHUVD LH WKHDEVHQFHRIDQ\ IHHGEDFN
PHFKDQLVP WKDW LV QRWVLPSO\ DQH[FKDQJH RI H[WHUQDO GDWD1RIRUP RI V\PEROLVP LV
UHTXLUHG WRUHWXUQ WRLWV RULJLQV LQ WKHVXEMHFW EHFDXVH WKH VXEMHFW QRORQJHU H[LVWV ± RQO\ DQ
DQRQ\PRXV PHDQV ZLWKLQ DXQLYHUVDO V\VWHP RIPHDQV 7KHUH LV QRORQJHU DQ\ FRKHVLYH
³VHTXHQFH ´ DQGRU³PHDQLQJ ´ WKDW FRQQHFWV LQGLYLGXDO DQGFROOHFWLYH OLIHDVOLYHG LQ WHUPV RI
ZKDW:DOWHU )LVKHU ³1DUUDWLRQ DVD+XPDQ &RPPXQLFDWLRQ 3DUDGLJP ´ FRQVLGHUV D³QDUUDWLYH
SDUDGLJP ´ 
,QDOLJQPHQW ZLWK )LVKHU (OOXO 7KH7HFKQRORJLFDO%OXIIPDLQWDLQV WKDW ³DOO FXOWXUH
SUHVXSSRVHV FRKHUHQFH EHWZHHQ UHDOLW\ DQGNQRZOHGJH ´ +RZHYHU (OOXO¶V SRVLWLRQ LV WKDW
DPDVVPHGLDWHG FXOWXUH PDNHVERWK DV\PEROLFDOO\ IXQFWLRQDO ³JURXS GLPHQVLRQ´ DQGWKH IUHHO\
HQFRXQWHUHG LQWHUPHPEHU UHODWLRQV WKDW FUHDWHPDLQWDLQ DQGVXVWDLQ VXFK JURXSV LPSRVVLEOH
7KHSUREOHP LV WKDWZHFDQQRORQJHU PHHW RXUQHLJKERU DWWKH OHYHO RIWUDGLWLRQDO RU
LQIRUPDO UHODWLRQ WKH HQWLUH V\VWHP RIKXPDQ UHODWLRQV KDVEHFRPH WHFKQRORJLFDOO\ PHGLDWHG
E\DVLQJXODU IRUP RIPHGLDWLRQ ZKLFK 0F/XKDQ 7KH0HGLXPDQGWKH/LJKW VXJJHVWV ³PDNHV
XVKRVWLOH WROLIH ´ 7KLV FRQFHUQ OLHV DWWKHKHDUW RIWKHPHGLD HFRORJ\ SHUVSHFWLYH ZLWK
 (OOXO -7KH3UHVHQFHRIWKH.LQJGRPSFI  FI7KH7HFKQRORJLFDO6\VWHPS

ZKLFK (OOXO LV RIWHQ LGHQWLILHG DWUDGLWLRQ ZKLFK HQJDJHV WKHEURDGSKLORVRSKLFDO TXHVWLRQ RI
KRZDFXOWXUH WKDW LV KRVWLOH WROLIH LWVHOI FDQ FRQWULEXWH WRWKHIORXULVKLQJ RIKXPDQ VSLULW 
7HFKQRORJLFDO PHGLDWLRQ IRUPV DQGLQIRUPV HYHU\WKLQJ ZLWKLQ WKH WHFKQLFDO XQLYHUVH DFFRUGLQJ
WRLWV RZQPRQR ORJLF RI QHFHVVLW\ WUDQVSRUWLQJ EHLQJ IURP H[LVWHQFH LQ FRQFUHWH WLPH DQGLQWR
WKH DEVWUDFWHOVHZKHUH ZKHUH VXEMHFWLYH EHLQJ FDQQRW H[LVW DQGOLIH LV GRPLQDWHG E\WKHVSLULW RI
WHFKQLTXH
(OOXO 7KH7HFKQRORJLFDO%OXIIPDLQWDLQV WKDWZLWKLQ DGLVWLQFWO\ V\PEROLF FRQWH[WXDO
IRUPDWLRQ ³FXOWXUH JLYHV PHDQLQJ WRWLPH ´ LHLW VLWXDWHV WKH LQGLYLGXDO ZLWKLQ DSHRSOH
RIDSDUWLFXODU WLPH SODFH DQGVSDFH7KHGHV\PEROLF VWUXFWXUH RIWHFKQLTXH RQWKHRWKHU
KDQG DEVWUDFWV DOO FXOWXUDO REMHFWVLQWR WKH DUWLILFLDO HOVHZKHUH ZKLFK YRLG RIDQ\ UHODWLRQ DQG
PHDQLQJ H[KLELWV RQO\ WKH ³VKHHU WKHUHQHVV ´ RI ³GLVFRQQHFWHG GLVHPERGLHG EHLQJ ´ GHVFULEHG LQ
/RYHNLQ¶V 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVVSKHQRPHQRORJLFDO DQDO\VLV 
$QRQ\PLW\ DQGLUUHVSRQVLELOLW\ DUHJXDUDQWHHG E\WKHDEVHQFHRIDXWKHQWLF SUHVHQFH LQ WKLV GH
V\PEROL]HG XQLYHUVH ,PSULVRQHG ZLWKLQ WHFKQLTXH¶V JHRPHWULFDOO\ VHOIDXJPHQWLQJ XQLYHUVH RI
GHV\PEROLF WKRXJKW FXOWXUH HQFRXQWHUV DSHULRGRIGHFOLQH EHFDXVHQRDXWKHQWLF SHUVRQLV
SUHVHQW LQ DQGFDULQJ IRUZKDW RQFHFRQVWLWXWHG WKH FXOWXUDO KRPH LH WKHFRFRQVWUXFWLYH
GZHOOLQJ IDVKLRQHG LQ DQGE\DQLQWULFDWH IDEULF RIULFKO\FRQWH[WXDO V\PEROLF UHODWLRQV XQLWLQJ
WKH LQGLYLGXDO ZLWK WKHFROOHFWLYH WKURXJK DGLDOHFWLF DZDUHQHVV RIVLPLODULW\ DQGGLIIHUHQFH 7KH
FXOWXUDO GZHOOLQJ KDVEHHQHPSWLHG RIKXPDQ VSLULW EHFDXVH ³EHLQJ ´ DV'LYLQHO\JLYHQ KDVWDNHQ
XSUHVLGHQFH LQ WKHHOVHZKHUH RI WKHPDGH WKH DUWLILFLDO UHDOLW\ ZKHUH3HWHU%HUJHU%ULJLWWH
%HUJHU DQG+DQVIULHG .HOOQHU¶V QRWLRQ RI WKH³KRPHOHVV PLQG´ VHHNVJUDWLILFDWLRQ DQG
FRQVRODWLRQ WKURXJK WHFKQLFDO QHFHVVLW\ )RU(OOXO WKLV DEVHQFHRI RULJLQ WKHVLWH RIGLDOHFWLF
UHWXUQ WREHLQJ QHFHVVDU\ IRU WKH IRUPDWLRQ RIV\PEROLF H[SUHVVLRQ JLYHV ULVH WRFRQVFLRXVQHVV¶
 %HUJHU 3HWHU/ HWDO7KH+RPHOHVV0LQG0RGHUQL]DWLRQDQG&RQVFLRXVQHVV3HQJXLQ%RRNV

HQGOHVV GULYH WRDIILUP LWV H[LVWHQFH WKURXJK FRQVXPSWLRQ DQGUHSURGXFWLRQ RIPHDQLQJOHVV
PHDQV WKDW DGYDQFHRQO\ WKHWHFKQRORJLFDO V\VWHP UDWKHU WKDQ DQ\ UHDO V\PEROLF KXPDQ RUGHU
,QWKH DEVHQFHRI SUHVHQFH DXWKHQWLFDOO\ KXPDQ V\PEROLF UHODWLRQV ± SUHVHUYLQJ QRWRQO\
LQWHUSHUVRQDO FRQWH[W EXWWKH FROOHFWLYH FXOWXUDO FRQWH[W WKDW JURXQGV H[LVWHQFH LQ DQRQJRLQJ
GLDOHFWLF SURFHVVWKDW SODFHV IRUHJURXQG DQGEDFNJURXQG NQRZOHGJH LQ UHODWLRQ RYHUWLPH ±
KXPDQ EHLQJ QRORQJHU KDVDFRQFUHWH QDUUDWLYH RULJLQ WKDW FRQQHFWV WKHLQGLYLGXDO ZLWK RWKHU
EHLQJV RIDSDUWLFXODU SODFHVSDFHDQGWLPH +HUH EHLQJ EHFRPHVGLVFRQQHFWHG IURP ZKDW
9DQGHUEXUJ ³7KH $XWRQRP\ RI7HFKQLTXH 5HYLVLWHG ´ UHIHUV WRDV³PHWDFRQVFLRXV ´ DQG
³PHWDOLQJXLVWLF ´ IRXQGDWLRQV WKHGHILQLQJ IHDWXUHV RIDQ\ FXOWXUH 7KH WUDQVIRUPDWLRQ RI
WKHVH WUDGLWLRQDO FXOWXUDOO\V\PEROLF PHWDFRQVFLRXV DQGPHWDOLQJXLVWLF IRXQGDWLRQV LQWR ZKDW
7URXS ³%DONLQJ DW3URJUHVV ´ FKDUDFWHUL]HV DVD³VXSUDLGHRORJLFDO GLVFRXUVH    WKDW VXSHUVHGHV
DOO WUDGLWLRQDO LGHRORJLHV ´ JURXQGV WKH WHFKQLFDO SKHQRPHQRQ¶V XQLYHUVDOL]LQJ GHV\PEROLF
SURFHVVRIUHLILFDWLRQ IUDJPHQWDWLRQ DQGXQLILFDWLRQ LQ DORJRV FRQVWLWXWHG E\DQGFRQVWLWXWLYH RI
(OOXO¶V ILUVW RULHQWLQJ IRUP 6\VWHP $VFRQIRUPLW\ ZLWK WKLV IRUP EHFRPHV LQFUHDVLQJO\
QRUPDWLYH WKHIXOO\ V\PEROLF ODQJXDJH RI WKHZRUG WKDW VDIHJXDUGV GLDOHFWLF FRQVFLRXVQHVV WKH
VSDFHRIFRQWH[W FRQWH[WXDO PHDQLQJ FRQQHFWLRQ ZLWK RULJLQV DQGFRPPRQ VHQVH DVDIRUP RI
UHPHPEUDQFH LV UHSODFHGE\DQDUWLILFLDO V\VWHP RIGHV\PEROL]DWLRQ WKDW GHQLHV ERWK FRQWH[W DQG
PHPRU\ 7KLV SURFHVVRIGHV\PEROLF QRUPDOL]DWLRQ H[SODLQV ZK\ LQ FRQFXUUHQFH ZLWK
/RYHNLQ 7URXS ³%DONLQJ DW3URJUHVV ´ PDLQWDLQV WKDW³>D@V DGRPLQDQW GLVFRXUVH ODWHFKQLTXH
FRQWUROV RXUIRFXV RIDWWHQWLRQ ZLWKRXW FDOOLQJ DWWHQWLRQ WRLWVHOI ´ $VDGHV\PEROLF IRUP
WKDW GHQLHV FRQWH[W DQGHOLPLQDWHV WKHJURXQG RIQDUUDWLYH PHPRU\ E\HOLPLQDWLQJ WKH HWKLFDO
VXEMHFW WHFKQLTXH FRQWLQXRXVO\ SRLQWV RQO\ WRLWVHOI FUHDWLQJ WKHDSSHDUDQFHRI IRUPOHVVQHVV LQ
XQLYHUVH ZKHUH SDUDGR[LFDOO\ QRWKLQJ LV DQ\WKLQJ EXW IRUP 
 (OOXO -³6\PEROLF)XQFWLRQ7HFKQRORJ\DQG6RFLHW\´ SS

'RQDOG 9HUHQH ³9LFR¶V 6FLHQFH RI WKH,PDJLQDWLRQ´ GLVWLQJXLVKHV FRQWHPSRUDU\
:HVWHUQ FXOWXUH IURP DOO SUH(QOLJKWHQPHQW SHULRG FXOWXUH ZLWKLQ DGLDOHFWLF IUDPHZRUN RI
PHPRU\ DQGLPDJLQDWLRQ WKDW FDQDUJXDEO\ EHFRQVLGHUHG DQDUUDWLYH IUDPHZRUN 9HUHQH
VXJJHVWV WKDW DOO WUDGLWLRQDO SKLORVRSKLHV RIFXOWXUH DUHSKLORVRSKLHV RIPHPRU\ ZKLFK PXVW
EHFRPH WHFKQLFDO LHFRQFHSWXDO LQ RUGHUWREHFRPH KLVWRULFDO 7KLV SRLQW GUDZV DWWHQWLRQ
WRDQ LPSRUWDQW IDFHW RI(OOXO¶V FULWLFLVP RIWHFKQLFDO FXOWXUH WKH QHFHVVDU\ FRRSWDWLRQ RI
PHPRU\ E\IDFW DPRYH WKDW SURJUHVVLYHO\ GLVWDQFHV KXPDQLW\ IURP LWV IXOO\V\PEROLF
VSLULWXDOO\FHQWHUHG RULJLQV XQWLO PDQ FDQQRORQJHU UHPHPEHU KLP KHUVHOI TXD PDQ 3XW
DQRWKHU ZD\ LQ WKH WUDQVIRUPDWLRQ WR)%6PDQ IRUJHWV KLV KHUHVVHQFHE\EHFRPLQJ WKH
HVVHQFHRIWHFKQLTXH WKH H[WHUQDOLW\ WKDW KDVEHFRPH LQWHUQDOL]HG DQGDVVXFK KDVQR
LQGHSHQGHQFH IURP LWV VHOIVDPH ZRUOGEHFDXVHRILWV ODFNRIGLVWDQFH 7KH7HFKQRORJLFDO6RFLHW\

7KH DIRUHPHQWLRQHG SRLQW EULQJV XVEDFNWR(OOXO¶V DVVHUWLRQ WKDW WKHSUREOHP RI
WHFKQLTXH LV DSUREOHP RI ODQJXDJH JURXQGHG LQ DILUVWRULHQWLQJ IRUP $VDPRQRORJLFDO
GLVFRXUVH WHFKQRORJ\¶V PRQRORJLFDO LGHQWLW\ ± WKH VLQJXODULW\ RIIRUP DQGEHLQJ ± FDQQRW
H[SUHVV OLIH EHFDXVH LW LV DODQJXDJH RI UDWLRQDO QRQFRQWUDGLFWLRQ $VVXFK WKHUH LVQR
PRYHPHQW ZLWKLQ WKLV DUWLILFH RQO\ DQ HYHUH[SDQGLQJ VSKHUHRIPHDQLQJOHVV FRQWH[WIUHH
UHSURGXFWLRQ 7KHUH LV QRSRVVLELOLW\ RIUHWXUQLQJ WRGLDOHFWLF FRQVFLRXVQHVV EHFDXVH WKHUH LVQR
QHFHVVDU\ GLDOHFWLF LH DWRWDOL]LQJ DQG LQHVFDSDEOH GHPDQG WRHQJDJH WKHFRQWUDGLFWLRQ LQRUGHU
WRUHIOHFW XSRQ WKHZKROH RIUHDOLW\ DVJLYHQ 2QWKHRWKHU KDQG WKH WHFKQRORJLFDO
 (OOXO 7KH3ROLWLFDO,OOXVLRQSURYLGHVH[SOLFLW JURXQGIRUWKLVSRLQWE\VWDWLQJ³7KHUHLVQRQHFHVVDU\GLDOHFWLF
7KHSRVVLELOLW\RIWKLVGLDOHFWLFPRYHPHQWLVWKHFRQGLWLRQIRUOLIH LQVRFLHWLHV%XWWKLVSRVVLELOLW\LVQRWDOZD\V
DWWDLQHG2QHPXVWQRWEOLQGO\ EHOLHYHWKDWFRQWUDGLFWLRQV± VWLOOOHVVWKHVDPHFRQWUDGLFWLRQV± ZLOO DULVHXQGHUDOO
FLUFXPVWDQFHV0DQ¶VGUHDP LVWRVXSSUHVVWKHVHFRQWUDGLFWLRQV´

SKHQRPHQRQ WKHRUHWLFDOO\ JURXQGHG LQ WKHILUVWRULHQWLQJ IRUP RU)%6KDVWUDQVIRUPHG KXPDQ
KLVWRU\ E\WUDQVIRUPLQJ KXPDQ FRQVFLRXVQHVV DQG WKHSKHQRPHQRORJLFDO H[SHULHQFH RIUHDOLW\
7KHRYHUDOO VLJQLILFDQFH RI(OOXO¶V ILUVWRULHQWLQJ IRUP IRUWKHRULHV RIODQJXDJH DVVRFLDO
FRQVWUXFWLRQ SKHQRPHQRORJ\ PHGLD HFRORJ\ FRPPXQLFDWLRQ HWKLFV DQGWKHSKLORVRSK\ RI
FRPPXQLFDWLRQ PLJKW EHVXPPDULO\ IUDPHG E\WKHQRWLRQ WKDW WKH)%6UHVWUXFWXUHV WKH DQFLHQW
FRQFHSW RIIRUPDO FDXVDOLW\ LQ WKLV KLVWRULFDO PRPHQW 7KLV SURSRVLWLRQ SURYLGHV DSKLORVRSKLFDO
SRLQW E\ZKLFK ZHPD\ UHFRQVLGHU (OOXO¶V WKHRORJLFDOO\PRWLYDWHG UHIOHFWLRQ WKDW ³WKH SUREOHP RI
WKH HQGDQGWKHPHDQV LV DQDQFLHQW SUREOHP EXWLWV IRUP KDV DOWHUHG DQGLW LV QRZH[SUHVVHG
>HPSKDVLV PLQH@ LQ YHU\GLIIHUHQW WHUPV IURP WKRVHZKLFK ZHUHXVHGLQ HDUOLHU GD\V ´ 
(OOXO¶V KLVWRULFDO UHSRVLWLRQLQJ RI$ULVWRWOH¶V DQFLHQW PHDQV HQGSUREOHP VTXDUHO\ SODFHV WKH
SUREOHP RI WHFKQLTXH ZLWKLQ DSDUWLFXODU IRUP RI H[SUHVVLRQ LH DIRUP RIODQJXDJH WKDW GXHWR
LWV QRQGLDOHFWLF GHV\PEROLF SXUHO\ UDWLRQDO VWUXFWXUH UHQGHUVPRQRORJLFDO UHSURGXFWLRQ RILWV
IRUP ± DQDFWLRQ VHSDUDWHG IURP FRQFUHWH H[LVWHQFH ± DVDVLQJXODU IRUP RIQHFHVVLW\ WKDW KDVQR
JURXQG LQ EHLQJ DVJLYHQ ,Q LWV VHSDUDWLRQ IURP WKHRULJLQV RIJLYHQQHVV WKLV ³IRUP ´ RI³EHLQJ
DSDUW ´ DEURJDWHV WKHJLYHQ VWUXFWXUH RIFRPPXQLFDWLRQ DVDSURFHVVRIJLYLQJ DQGUHFHLYLQJ
WKHUHE\ GHQ\LQJ WKHSRVVLELOLW\ IRU HWKLFDO KXPDQ FRPPXQLFDWLRQ WRVWDQG DVWKHEDVLV IRU ERWK





(OOXO¶V &KULVWRFHQWULF HWKLF DQGSKLORVRSK\ RIFRPPXQLFDWLRQ FDOOV IRU DOLYHG H[SUHVVLRQ
RIKLV 7ULQLWDULDQ WKHRORJLFDO SHUVSHFWLYH JURXQGHG LQ WKH ,QFDUQDWLRQ 7KLV SHUVSHFWLYH LV
JURXQGHG LQ (OOXO¶V IDLWK LQ WKH&KULVWLDQ *RGDVWKHVROH%HLQJ RI7UDQVFHQGHQW ,PPDQHQFH DQG
WKHGLDOHFWLF DZDUHQHVV RIDUHDOLW\ FRQVWLWXWHG E\WKH WRWDOLW\ RIVHHQ DQGXQVHHQ IRUFHV 7KH
GLDOHFWLF PHWKRG RI QRPHWKRG WKDW GLVWLQJXLVKHV (OOXO¶V LQWHOOHFWXDO DQDO\VLV DVDWHQVLRQ
EHWZHHQ WZRXQV\QWKHVL]DEOH SROHV± RQH WKHRORJLFDO WKHRWKHU KLVWRULFDO DQGVRFLRORJLFDO ±
V\PEROLFDOO\ UHIOHFWV KLV SKHQRPHQRORJLFDO ZRUOGYLHZ WKDW WKH WRWDOLW\ RIUHDOLW\ LV D
VLPXOWDQHRXV XQLW\ RI SRVLWLYH DQGQHJDWLYH IRUFHV LQ FRQWLQXRXV G\QDPLF WHQVLRQ ZLWK RQH
DQRWKHU 7KLV ³GLDOHFWLF ´ SHUVSHFWLYH JURXQGV (OOXO¶V HWKLFV ZLWKLQ DUDGLFDOO\ H[LVWHQWLDO
GXDOLVWLF SKHQRPHQRORJ\ RI LQGLYLGXDO KXPDQ FRQVFLRXVQHVV DQGDIDLWK SHUVSHFWLYH WKDW YLHZV
WKHKXPDQ 'LYLQH UHODWLRQ DVDFRQWLQXDO SURFHVVRIJLYLQJ DQGUHFHLYLQJ LH DGLDORJXH 
,QFRUUHVSRQGHQFH ZLWK WKLV WKHRORJLFDOO\EDVHG SKHQRPHQRORJLFDO YLHZ RIWKH UHODWLRQ
EHWZHHQPDWWHU DQGVSLULW (OOXO¶V SUREOHP ZLWK WHFKQLTXH LV JURXQGHG QRW LQ SKLORVRSKLFDO
REMHFWLRQV EXWLQ GHHSO\SHUVRQDO DQGWKHRORJLFDO RQHVDV&OLIIRUG &KULVWLDQV DQG0LFKDHO 5HDO
³-DFTXHV (OOXO
V &RQWULEXWLRQV WR&ULWLFDO 0HGLD7KHRU\ ´ KDYHSUHYLRXVO\ QRWHG 2QWKH
RWKHU KDQG(OOXO¶V UKHWRULF LV DQLQH[RUDEOH H[WHQVLRQ RI KLV RYHUDUFKLQJ H[LVWHQWLDO SKLORVRSK\
LQ JHQHUDO DQGKLV&KULVWRFHQWULF SKLORVRSK\ RI FRPPXQLFDWLRQ LQ SDUWLFXODU DWUDMHFWRU\ ZKLFK
EHJLQV ZLWK KLV UHYHODWRU\ SHUVSHFWLYH UHJDUGLQJ WKHKXPDQ FRQGLWLRQ 3RVW)DOO (OOXO¶V
LQWHOOHFWXDO H[HUFLVH FDQQRW HVFDSHWKHUHOHYDQW TXDOLILFDWLRQ RIWHPSRUDO H[LVWHQFH VSHDNLQJLQ
UHVSRQVH WRWKHYHU\ OLPLWHG DQGEUDFNHWHGFRQFHUQV RIDSDUWLFXODU SHULRGZLWKLQ KLVWRU\ 
 (OOXO -³(SLORJXH2Q'LDOHFWLF´ S
 (OOXO¶V SRVLWLRQUHJDUGLQJWKHKXPDQFRQGLWLRQ3RVW)DOO LVGLVFORVHGPRVWWKRURXJKO\LQKLVDUWLFOHV³7HFKQLTXH
DQGWKH2SHQLQJ&KDSWHUVRI*HQHVLV´DQG³7KH5HODWLRQVKLS%HWZHHQ0DQDQG&UHDWLRQLQWKH%LE OH´

7KHUHIRUH DV5LFKDUG 6WLYHUV ³7KH )HVWLYDO LQ/LJKW RIWKH7KHRU\ RIWKH7KUHH0LOLHXV ´
LPSOLHV LQ KLV VRFLRKLVWRULFDO DQDO\VLV RI(OOXO¶V WKHRU\RI WHFKQLTXH (OOXO¶V UKHWRULF FRQVWLWXWHV
DFULWLFDO UHVSRQVH WRDSDUWLFXODU VWUXFWXUH RI SKHQRPHQRQ WKDW KH VHHVDVUHOHYDQW RQO\ ZLWKLQ WKH
KHUPHQHXWLF IUDPHZRUN RI DSDUWLFXODU KLVWRULFDO SHULRG )RU(OOXO WKH HWKLFDO
TXHVWLRQ LV RQHWKDWPXVW EHSODFHGZLWKLQ DVWULFWO\ OLPLWHG DQGWHPSRUDOO\GHILQHG IUDPHZRUN
LQYROYLQJ SDUWLFXODU LQGLYLGXDOV HQJDJHG LQ DSDUWLFXODU VHWRIG\QDPLFV GXULQJ DSDUWLFXODU WLPH
SODFH DQGVSDFHLQ KLVWRU\ %DVHGXSRQ WKHDIRUHPHQWLRQHG XQGHUVWDQGLQJ DQDO\VLV LQ WKLV
SURMHFWKDVEHHQOLPLWHG WRWZRGHILQLQJ SURSRVLWLRQV LQ (OOXO WKHGHWHUPLQLQJ IDFWRU LQZKDW KH
UHIHUV WRDVWKH ³WHFKQLFDO SKHQRPHQRQ ´ DQG WKHUHODWLRQ EHWZHHQ WKLV GHWHUPLQLQJ IDFWRU ± D
KLVWRULFDOO\ XQLTXH IRUP RI ORJRV ± DQG(OOXO¶V SHUFHLYHG DOWHUDWLRQ RI WKHDQFLHQW SKLORVRSKLFDO
SUREOHP RI WKHPHDQV DQGWKH HQG
(OOXO¶V SURMHFWUHIOHFWV XSRQ WKHTXHVWLRQ RIZKDW FDQEHUHDOLVWLFDOO\ VDLG WRFRQVWLWXWH OLIH
LQ DWK FHQWXU\ VRFLHW\ H[FOXVLYHO\ IRUPHG LQ DQGE\WHFKQLFDO PHDQV DQGKRZWKLV OLIH DVD
IRUP RIUHDOLVP FDQRUFDQQRW EHQHJRWLDWHG LQWR WKHSHUVSHFWLYH RIZKDW(OOXO ³3ROLWLFDO
5HDOLVP´ WHUPV DV³&KULVWLDQ UHDOLVP ´ (OOXO HQJDJHV HDFK UHVSHFWLYH IRUP RI³UHDOLVP ´ DV
DFRXQWHUVWDWHPHQW LQ RUGHUWRDGYDQFH DQLQWHOOHFWXDO DQDO\VLV IUDPLQJ WKH FRQGLWLRQV ZKLFK
FRPSHO KLP WRDVVHUW WKHH[LVWHQWLDO ³QR ´ DVDVLJQ RIDOLIH OLYHG LQ WKHIUHHGRP RIIDLWK ± WKH VLJQ
RIDIUHHGRP JLYHQ E\D3HUVRQ DQGDUHVSRQVLELOLW\ DFFHSWHGE\DSHUVRQ± LQ UHVSRQVH WRD
SKHQRPHQRORJLFDO FULVLV FRQFHUQLQJ QRW MXVW&KULVWLDQ OLIH EXWDOO KXPDQ OLIH (OOXO¶V LQWHOOHFWXDO
DQDO\VLV DWWHQGV WRVHYHUDO NH\VRFLRORJLFDO TXHVWLRQV LQWHQGHG WRVKHG OLJKW RQWKHGLVWLQFWLRQ
EHWZHHQ D&KULVWLDQ HWKLF RI WKHLQGLYLGXDO DQGWKH FRQVWUXFWHG PRUDOLW\ RIPDVV VRFLHW\ :KDW
DUHWKHVWUXFWXUHV RI FLYLOL]DWLRQ WKDW GHILQH PDQDV PDQ LQ PLGWZHQWLHWK FHQWXU\ KLVWRU\" :KDW
FDQEHVDLG WREHWKHGHWHUPLQLQJ IDFWRU LQ WKH IRUPDWLRQ RIWKHVH VWUXFWXUHV DWWKLV SDUWLFXODU

SRLQW LQ KLVWRU\" :KDW LVWKH ODQJXDJH RIWKLV VWUXFWXUH DQGKRZGRHVLW JREH\RQG ZKDW FDQEH
WKHRUHWLFDOO\ IUDPHG DVWKHVRFLDO FRQVWUXFWLRQ RILQGLYLGXDO DQGFROOHFWLYH KXPDQ OLIH E\LWV
DOWHUDWLRQ RI WKHSKHQRPHQRORJLFDO H[SHULHQFH RIEHLQJDVJLYHQ DVWKHFRQFUHWH UHDOLW\RIEHLQJ
LQ WKHZRUOG"
(OOXO¶V WKHRORJLFDO FRPPLWPHQWV GUDZKLP LQWR DVRFLRKLVWRULFDO LQWHOOHFWXDO DQDO\VLV WKDW
VHHNVWRGLVWLQJXLVK WKH VWUXFWXUH RIUHDOLW\ DVJLYHQ YVWKH VWUXFWXUH RIUHDOLW\ DVPDGH DFRQFHUQ
WKDW EULGJHV WKHSDUDOOHO DQGXQV\QWKHVL]DEOH WHQVLRQ EHWZHHQ LQGLYLGXDO IDLWK DQGFRUSRUDWH
EHOLHI DQG WKHHWKLFV RI DXWKHQWLF KXPDQ SRVVLELOLW\ YVDQDXWRQRPRXV ODZRI DFWLRQ ZKLFK FORVHV
LQGLYLGXDO EHLQJ LQWR WKHPRUDO VWUXFWXUHV RIWKHDQRQ\PRXV FRUSRUDWHPDVV 7KLV DQDO\VLV UHOLHV
XSRQ(OOXO¶V FRQFRPLWDQW GLVWLQFWLRQ EHWZHHQ GLDOHFWLF UHDOLW\ ± DFRQGLWLRQ RI WKH)DOO ± DQGWKH
PRQRORJLF UHDOLW\ WKDW HQWHUV LQWRKLVWRU\ DVDFRQVHTXHQFH RI WKHWHFKQLFDO SKHQRPHQRQ (OOXO¶V
KLVWRULFDO VRFLRORJLFDO WKHRU\ SODFHV WKH WHFKQLFDO SKHQRPHQRQ DWWKHVLWH RIDUHYROXWLRQ LQ
FRQVFLRXVQHVV ZKLFK RFFXUV DVDFRQVWUXFWHG PHDQV RIRYHUFRPLQJ WKH3RVW)DOO KXPDQ
FRQGLWLRQ DVJLYHQ ± DFRQGLWLRQ ZKLFK UHTXLUHV PDQ WRH[SHULHQFH OLIH DVDSHUSHWXDO XQIROGLQJ
RIFRQWUDGLFWLRQV ± DQGDVVXFK SULRULWL]HV OLVWHQLQJ DVDPHDQV RI UHFHLYLQJ WUXWK LQ
FRUUHVSRQGHQFH ZLWK DPRPHQW RI UHDOLW\ SUHVHQWHG LQKLVWRULFDO WLPH 
(OOXO¶V WKHRUHWLFDO PRYHPHQW IURP GLDOHFWLF UHDOLW\DVJLYHQ WRWHFKQLFDO UHDOLW\DVPDGH
EHJLQV ZLWK DSKLORVRSKLFDO YLHZ RIWKHZRUOG WKDW DWWHPSWV WRHOLPLQDWH WKH WHQVLRQ EHWZHHQ WKH
WZRSROHV WKDW FRPSULVH WKHZKROH RI LWV WRWDOLW\ ± WKH\HVDQGWKHQRWKHUHYHDOHG DQGWKHKLGGHQ
± LQ RUGHUWRDFKLHYH FODULW\ RI REMHFWLYH XQGHUVWDQGLQJ E\PHDQV RIZKDW FDQEHGHPRQVWUDWHG
DQGUHSHDWHG)RU(OOXO WKLV UHYROXWLRQDU\ ³PHDQV ´ LV GLVWLQJXLVKHG IURP DOO LWV KLVWRULFDO
SUHFHGHQWV E\DILUVWRULHQWLQJ IRUP WKDW HQFORVHV EHLQJ WKH)%67HFKQLTXH¶V HQVHPEOH RI
SXUHO\ PDWHULDO YLVXDO HOHPHQWV ± FDSDEOHRI EHLQJ FDOOHG XSDQGGHPRQVWUDWHG DWZLOO ± EHFRPH

IL[HG DQGSURJUHVVLYHO\ UHLILHG WUDQVIRUPLQJ WKHJLYHQ FRQGLWLRQ RIKXPDQ H[SHULHQFH LQQDWXUDO
WLPH LQWR DIRUPDOO\FRQVWUXFWHG FORVHG DUWLILFH FKDUDFWHUL]HG E\WKHRQWRORJLFDO UHYHUVDO RI
EHLQJ WRDFWLRQ DPRQJ HYHU\REMHFWNQRZQ WRµH[LVW¶ LQ WKLV DUWLILFLDO XQLYHUVH (OOXO¶V
&KULVWRFHQWULF HWKLF DQGSKLORVRSK\ RIFRPPXQLFDWLRQ UHTXLUHV KLP WREHDUZLWQHVV WRWKH(WHUQDO
3UHVHQFHRID3HUVRQ :RUGDVWKHRULJLQ RIKLV HVFKDWRORJLFDO IDLWK ± WRGUDZKLV UHDGHUVLQWR WKH
IXOO\ UHYHDOHG:RUGRI6FULSWXUH WKDW FRQVLVWHQWO\ DIILUPV WKDW WKHIDOVH FRUSRUDWHO\FRQVWUXFWHG
JLYHQ WKHVRFLDOO\FRQVWUXFWHG QRUPLV DQLGRO WRZKLFK WKH&KULVWLDQ DFWRUPXVW QRW FRQIRUP
YLD DPHDQV RIUHGXFWLRQ WRHOLPLQDWH GLDOHFWLF WHQVLRQ ZKLFK PDNHV WKLV REMHFWLYHO\ UHDOL]HG
IDOVH µJLYHQ¶ WKH IRFXV RIDOO RIDSHUVRQ¶V HQHUJLHV 7RIRFXV DOO RIRQH¶V HQHUJLHV XSRQ ORRNLQJ
IRU DPHDQV RIDFKLHYLQJ REMHFWLYH WUXWK WKURXJK WKH UHYHODWLRQ RIRQH¶V RZQZRUNVPHUHO\
HQVODYHV PDQ ZLWKLQ DUHDOLW\ RIKLV KHU RZQFUHDWLRQ ,QRXUKLVWRULFDO PLOLHX WKLV UHDOLW\ LV DQ
DEVWUDFW WHFKQLFDO UHDOLW\ FRQVWLWXWHG LQ DQGE\DSXUH IRUP RIDFWLRQ DVLJQLILHG WKDW LQ LWV GHQLDO
RIWKHSUHVHQFHRIDVLJQLILHU DVWKHSRLQW RI RULJLQ EHFRPHV DWRWDOL]LQJ IRUP RILQWHQWLRQ WKDW
UHYHUVHV WKHRQWRORJLFDO SULRULW\ RIEHLQJ WRGRLQJ 
7KH:RUG DVWKH*LIW RI %HLQJLQ5HODWLRQ
&RQIRUPLW\ RIFRQVFLRXVQHVV ZLWK WKH DFWLRQ RIOLIH UDWKHU WKDQ WKHEHLQJ RIOLIH ± WKH
FRQVFLRXVQHVV RIWKH)%6± FORVHVRII DZDUHQHVV RIWKH LQQHU OLIH RIWKH VSLULW DVSDFHZKHUHPDQ
HQWHUV LQWR UHODWLRQ ZLWK WKH'LYLQH DQGRWKHUV WKURXJK DIRFXV ILUVW XSRQ OLVWHQLQJ DQGVHFRQG
XSRQRIIHULQJ DUHVSRQVH WRZKDW KDVEHHQKHDUG(OOXO (SLORJXH2Q'LDOHFWLF WDNHWKH
SRVLWLRQ WKDW WKHLQDELOLW\ WRHVWDEOLVK V\QWKHVLV WKURXJK WKHZRUGLV QRWDVDEDUULHU WRFUHDWLYH
SRVVLELOLW\ EXW LV D³DJLIW ´ WKDW KROGVKXPDQ EHLQJV LQ UHODWLRQ WRWKHRWKHU RXWRI FRQFHUQ IRU WKH
UHODWLRQ (OOXO LPSOLHV ZLWKRXW PDNLQJ H[SOLFLW WKDW WKLV VSDFHRI FRQFHUQ HVWDEOLVKHV DWKLUG
VSDFH± WHPSRUDULO\ UHYHDOHG LQ PRPHQWV RIOLVWHQLQJ UHPHPEUDQFH DQGUHIOHFWLRQ ± ZKLFK

JLYHV ELUWK WRUHQHZHG PHDQLQJ DQGWKHSRZHURI SRVVLELOLW\ 7KHJLIW FDQ WKXVEH
FRQVLGHUHG DVGHSHQGHQW QRW QHFHVVDULO\ XSRQ WKHPRPHQW RIUHYHODWLRQ RUSUHVHQFHRIWKHZRUG
EXWXSRQ LWV DEVHQFHLQ WKHVLOHQW JDSVRUEUHDNV LQ FRPPXQLFDWLRQ 7KHVH JDSVJLYH ULVH WR
PRPHQWV RILQQHU GLDORJXH DUHODWLRQ EHWZHHQ6SLULW DQGVSLULW LQZKLFK UHQHZHGPHDQLQJ
HPHUJHV SURPSWLQJ DFRQWLQXRXV RXWZDUG UHDFK WRHVWDEOLVK PHDQLQJ IRU WKHRWKHU EH\RQGZKDW
ZDVFDSDEOHRIEHLQJ UHYHDOHG LQ WKHSULRUPRPHQW 7KH UHDFKRXWZDUG WRZDUG WKHRWKHU LQ
PXWXDO FRQFHUQ GRHVQRW RULJLQDWH ZLWK WKH DFWRI VSHDNLQJ EXWRI OLVWHQLQJ
)RU(OOXO WKHZRUG¶VRYHUIORZLQJ RIPHDQLQJ LV DJLIW LQ WKDW LWSUHVHQWV ERWKWKH VSHDNHU
DQGWKH OLVWHQHU ZLWK DFFHVVWRDVSDFHRI FRFUHDWLYH VSLULWXDO HQHUJ\ SRVVHVVLQJ WUDQVIRUPDWLYH
SRVVLELOLW\ ³(SLORJXH 2Q'LDOHFWLF ´ :KLOH WKH ³VSLULW ´ WKDW LV FLUFXODWHG WKURXJK WKHIXOO\
V\PEROLF ZRUGLVDQDXWKHQWLFDOO\ KXPDQ VSLULW UHIOHFWLYH RIWKHXQLTXHQHVV RI HDFK LQGLYLGXDO
SUHVHQW LQ FRQYHUVDWLRQ GHV\PEROL]HG WHFKQLFDO ODQJXDJH SRVVHVVHVRQO\ WKH VSLULW RIWHFKQLTXH 
:KLOH GLDOHFWLF FRQVFLRXVQHVV LV RSHQWRWKH LQWHUDFWLRQ RI VSLULW LQZKDWHYHU IRUP RIEHLQJ LV
PDGHSUHVHQW WHFKQLFDO FRQVFLRXVQHVV FORVHV GLVFRXUVH LQWR DVLQJXODU IRUP RIEHLQJ YRLGRIDQ\
VSLULW WKDW LV QRWUDWLRQDO LH WHFKQLFDO :KLOH IXOO\ V\PEROLF ODQJXDJH FDQEHHQ VHHQDVWKH
FLUFXODWLRQ RI LQWHUZRYHQ IRUPV RIVSLULWXDO HQHUJ\ WKHGHV\PEROLF ODQJXDJH RIWHFKQLTXH LV
FDSDEOHRQO\ RI UHSURGXFWLRQ RI DVSLULW VROHO\ FRQVWLWXWLYH RIDQDFWLRQ RI SUHFLVLRQ DQGFRQWURO
DQDFWLRQ SRVVHVVLQJ QRHQHUJ\ RWKHU WKDQ WKDW RIVHOIDXJPHQWDWLRQ $XWKHQWLF UHVSRQVH LV
SRVVLEOH LQ WKHIUHHGRP RIDV\PEROLF H[FKDQJH ZKLOH WHFKQRORJ\¶V GHV\PEROL]HG VLQJXODU
 ,Q³(SLORJXH2Q'LDOHFWLF´(OOXO VWDWHVWKDWKLVGHVLUHWRµVD\PRUH¶ZDVPRWLYDWHGE\DUHIOHFWLRQ XSRQZKDWKH
KDGDOUHDG\VDLGDQGWKDWKHEHOLHYHGWKDWWKHUHDGHU¶VUHIOHFWLRQRQWKHVHQHZZRUGVPLJKW EHUHFHLYHGDVD³JLIW´
WKDWRSHQHGWRQHZPHDQLQJ 







IRUP RIEHLQJ FDQRQO\ PLUURU LWVHOI WUDSSLQJ HYHU\WKLQJ WKDW SUHYLRXVO\ FRQVWLWXWHG OLIH LQ WKH
QDWXUDO ZRUOG ZLWKLQ DWZRGLPHQVLRQDO DUWLILFH WKDW VWHDGLO\ FORVHVRXWFRQVFLRXVQHVV RIWKH UHDO
ZLWK HDFKGLVFXUVLYH DGYDQFHPHQW 7KH LQGLYLGXDO KDVEHFRPHDQREMHFWLQ DQDXWRQRPRXVO\
H[SDQGLQJ KDOO RIPLUURUV IURP ZKLFK WKHUH LV QRSRVVLELOLW\ RIDUHWXUQ WRWKHSRLQW RI RULJLQ E\
ZD\RIWKH VDPHPHDQV ,Q RUGHUWRUHJDLQ SKHQRPHQRORJLFDO GLVWDQFH EHWZHHQ VHOI DQGZRUOG
H[LVWHQWLDO VXEMHFWLYLW\ DQG WKHVSDFHRIHWKLFDO IUHHGRP PDQ PXVW ILQG DPHDQV WKDW UHPDLQV
H[WHUQDO WRWKH V\VWHP RISXUHGRPLQDWLRQ DQGFRQWURO ZKLFK KHVKHKDV HQWHUHG )RU(OOXO
WKLV ³PHDQV ´ FDQRQO\ EHFRQVWLWXWLYH RIWKHSRZHURIGRPLQDWLRQ¶V GLDOHFWLF RSSRVLWH LHD
PHDQV RISXUH ORYH
(OOXO¶V DXWKHQWLF &KULVWLDQ UHVSRQVHPLJKW EHWKHRORJLFDOO\ IUDPHG DVWKHFLUFXODWLRQ RI
WKHJLIW RI/RYHE\DUHDO SHUVRQ WKDW EHJLQV ZLWK WKDW SHUVRQ¶V KHDULQJ RI WKH:RUG7KH:RUG¶V
RYHUIORZLQJ RIPHDQLQJ SURPSWV WKHKHDUHU UHFHLYHU WRVKDUH WKHJLIW RUH[WHQG LW RXWZDUG
WRZDUGKLV KHUQHLJKERU 7KLV DVVXPSWLRQ XQGHUOLHV &OLIIRUG &KULVWLDQV DQG&DOYLQ 7URXS¶V
³(OOXO DQG$XJXVWLQH RQ5KHWRULF DQG3KLORVRSK\ RI&RPPXQLFDWLRQ´ FKDUDFWHUL]DWLRQ RI
(OOXO¶V SKLORVRSK\ RIFRPPXQLFDWLRQ DVDIRUP RI DOHWKHDLF UKHWRULFDO DFWLRQ JURXQGHG LQ WKH
FRQFUHWH SUHVHQWDWLRQ RULQFDUQDWLRQ RIWKH VSLULW RIORYH DVDIRUP RIWUXWKIXOQHVV 
7UXWKIXOQHVV LQ WKLV FDVHSHUVRQLILHV FLUFXODWLRQ RIWKHJLIW E\PDNLQJ LW DEVROXWHO\ GHSHQGHQW
XSRQ DVSHFLILF SHUVRQEHLQJIXOO\SUHVHQW LQ WKHXQLW\ RIZRUGDQGGHHG,Q VWDUNRSSRVLWLRQ WR
FLUFXODWLRQ RI WKHJLIW RIPHGLDWLRQ WKDW EHJLQV LQ/RYH WHFKQRORJ\ ± DSXUHO\ UDWLRQDO IRUP RI
PHGLDWLRQ ± JLYHV QRWKLQJ LI ³JLYLQJ ´ WDNHVRQH[LVWHQFH VROHO\ LQ UHODWLRQ WRLWV FRXQWHUSDUW
³UHFHLYLQJ ´ WKXV HVWDEOLVKLQJ DFRQVWUXFW ZKLFK UHTXLUHV WZRSDUWLFXODU SDUWLHV LQ UHODWLRQ WKLV
SHUVRQ DQGWKLVRWKHU SHUVRQ$V/RYHNLQ 7HFKQLTXH'LVFRXUVH DQG&RQVFLRXVQHVV DWWHVWV LQ
KLV FRPSDULVRQ RI(OOXO¶V WHFKQLTXH ZLWK +HJHO¶V EDGLQILQLW\ WHFKQRORJ\ FRQVWLWXWHV WKHGH
 (OOXO -³7KH7HFKQRORJLFDO2UGHU´S

V\PEROLF DFWLRQ RIWKHSHUSHWXDO ³QRW WKLV WKLQJ ´ DQ³LW ´ WKDW LVGHQLHG WKHSDUWLFXODULW\ RID
FRQFUHWH VLJQLI\LQJ ³, ´ RUD³WKRX ´ RIDSXUHO\ DEVWUDFW UHIHUHQW HQJDJHG LQ HQGOHVV UHSURGXFWLRQ
RILWVHOI 0RUHLPSRUWDQWO\ DVDFRQVHTXHQFH RIERWKLWV VWUXFWXUH DQGLWV IRUP RILQWHQWLRQ
WHFKQRORJ\ DEURJDWHV WKHSURFHVVVHWLQWR PRWLRQ E\WKH V\PEROLF JLIW RIPHGLDWLRQ DQG
HVWDEOLVKHV DSUHFHGHQW IRULWV RZQFKDUDFWHULVWLFDOO\ GHV\PEROLF VWHULOH SURFHVVRIDQRQ\PRXV
H[FKDQJH 
7HFKQLTXH¶V VLQJXODU IRUP RIEHLQJ LVFKDUDFWHUL]HG E\DGHPDQG IRU UHSURGXFWLRQ WKDW
HOLPLQDWHV WKHUHODWLRQ EHWZHHQ VHOI DQGQHLJKERU E\HOLPLQDWLQJ DOO LQGLYLGXDO FRQWUDGLFWLRQV
DVVRFLDWHG ZLWK DXWKHQWLF EHLQJ ± LH\RX DQG,DVDVSHFLILF WHPSRUDOO\ OLPLWHG UHODWLRQ IRUPHG
LQ WKHXQLW\ RIGLVWDQFH DQGVLPLODULW\ ± LQ RUGHUWRLPPRUWDOL]H RUUHLI\ ZKDW QDWXUDOO\ FRPHV
LQWR EHLQJ WKURXJK WKH FRQWLQXRXV GLDOHFWLF ODERU WRUHQHZPHDQLQJ RIUHODWLRQ LQUHODWLRQ WRWKH
SDVVDJHRIWLPH LHDVDQ HYHQW RQWRORJ\ 7HFKQLFDO LPPRUWDOL]DWLRQ LVDFKLHYHG E\VKRUW
FXWWLQJ WKLV SURFHVVLQ RUGHUWRHOLPLQDWH WKHFRQVWDQW WHQVLRQ RILQGLYLGXDO FRQWUDGLFWLRQ LH WR
DUWLILFLDOO\ WUDQVFHQG WKH FRQWUDGLFWLRQ E\EHFRPLQJ WKH DQRQ\PRXV QRQVSHFLILF ZHRIXQLIRUP
PDVV LGHQWLW\ IRUPHG RXWVLGH RI DQ\ UHDO WLPH DQGVSDFH:LWK WKH HOLPLQDWLRQ RI WKHVSHFLILF VHOI
DQGVSHFLILF RWKHU LQ WKH WHPSRUDOO\ERXQG XQLW\ RI DQHYHQWEDVHG UHODWLRQ WKH VSDFHRI WKH
LQGLYLGXDO HWKLFDO LVUHSODFHGE\DIRUP RIPRUDOLW\ PLUURULQJ WHFKQLTXH¶V VLQJXODU VWUXFWXUH RI
LGHQWLW\ WKH)%6,Q(OOXO¶V YLHZ ZKHQ WKHFROODSVH RIWKH VSDFHEHWZHHQ WKHVHOI DQGWKHRWKHU
EHFRPHV WDNHQ IRUJUDQWHG LH QRUPDOL]HG WHFKQLFDO UHDOLVP EHFRPHV DJHQXLQH WKUHDW WRWKH
VXVWDLQHG SURWHFWLRQ DQGSURPRWLRQ RI&KULVWLDQ UHDOLVP ZKLFK FDQH[LVW RQO\ ZLWKLQ WKH
WHPSRUDO VSDFHRI DIUHHO\HQJDJHG HWKLFDO UHODWLRQ $IUHHO\HQJDJHG HWKLFDO UHODWLRQ UHTXLUHV

GLVWDQFH LQ RUGHUWREH UHDOL]HG LQ WKHKHUH DQGQRZDQRQWRORJLFDO FRQVWUXFW WKDW LV WKH
RSSRVLWH RIEHLQJUHDOL]HG RXW µWKHUH¶ LQ DQLGHDOL]HG µHOVHZKHUH¶
7UXWK DQG5HDOLW\YV5HDOLW\DV7UXWK
(OOXO¶V SURMHFWDLPV WRGUDZDWWHQWLRQ WRWHFKQLFDO UHDOLVP DVDWKUHDW WR&KULVWLDQ UHDOLVP
ZKLFK KHIUDPHV DVDSURIRXQG FULVLV RIIDLWK LQ WKDW LW XQFRQVFLRXVO\ QHJDWHV WKH LQGLYLGXDO¶V
DELOLW\ WRGHPRQVWUDWH ORYH DVWUXWKIXOQHVV 7KLV FULVLV DULVHV WKURXJK WHFKQLTXH¶V SURJUHVVLYH
FRYHUW DQGDXWRQRPRXV FORVXUH RIWUDGLWLRQDO FRPPRQ SODFHVRILQWHUDFWLRQ ZKHUH WKH:RUGRI
*RGLVUHYHDOHG WKURXJK &KULVWLDQ LQGLYLGXDOV OLYLQJ DVWKHVLJQ RIWKLV :RUG$VWUDGLWLRQDO
FRPPRQ SODFHVEHFRPHFRRSWHGE\WHFKQLFDO VWUXFWXUHV DFWLRQV DQGLQWHUDFWLRQV EHFRPHV
V\VWHPL]HG LH GHFLGHGLQ DGYDQFHE\WHFKQLFDO PHDQV DFRGHRI SXUHDFWLRQ (OOXO ³3ROLWLFDO
5HDOLVP´ WDNHVWKHSRVLWLRQ WKDW WHFKQLFDO UHDOLVP ³   LQYLWHV XVWRSOD\ DVWUDQJH JDPH ,W
VHQGVXVRII LQ DQLQILQLWH VHDUFK IRUPHDQV LQ DQHYHUPRUHSURGLJLRXV GHYHORSPHQW RIZKDWZH
FDQGR ´XQFRQVFLRXVO\ VHWWLQJ WKH WUDMHFWRU\ IRU DKDELWXDO FRXUVHWKDWPDNHV ³GRLQJ ´ OLIH¶V
SUHRFFXSDWLRQ 7HFKQLFDO UHDOLVP FHQWHUV LWVHOI LQ DFRYHUW IRUP RIPDQLSXODWLRQ WKDW
GLVWLQJXLVKHV LWV SXUHO\ UDWLRQDO IRUP IURP WKHULFKO\ DPELJXRXV IRUPV WKDW FKDUDFWHUL]HG WKH
SUHFHGLQJ PLOLHX RIVRFLHW\ 7HFKQLFDO UHDOLVP HOLPLQDWHV WKHHWKLFDO E\HOLPLQDWLQJ IUHHO\
FKRVHQ IRUPV RIHWKRVDVUKHWRULFDO RIIHULQJV LQ DFRQWLQXRXV UHDFK WRZDUGPHDQLQJ WKDW WDNHV
SODFH DVDSURFHVVRI JLYLQJ DQG UHFHLYLQJ 7KURXJK LPSRVLWLRQ RIDVLQJXODU IRUP RIWHFKQLFDO
PRUDOLW\ WHFKQLFDO UHDOLVP
³SHUVXDGHV XVWKDW DOO PHDQV DUHJRRG    2QHFDQQRORQJHU HYHQ VD\WKDW WKH
HQGMXVWLILHV WKHPHDQV IRUZLWKLQ UHDOLVP WKHUH LV QRORQJHU DQHQGWKHUH LV RQO\
 ,QWKHFDVHRIWKHIRUPHU WKHVWDWHRIEHLQJLVOLPLWHG E\WLPHZKLOH LQWKHODWWHUWLPH LVDEVWUDFWHGE\DQDFWLRQ
WKDWGHWHUPLQHVEHLQJRXWVLGHRIWLPH :KHQEHLQJLVLQGHILQLWHO\GHWHUPLQHG E\DIRUPRIDFWLRQRXWVLGHRIDQ\UHDO
JURXQGLQWLPH SODFHDQGVSDFHOLIH DQGPHDQLQJEHFRPHXQFRQVFLRXVO\GHWHUPLQHGE\DIRUFHH[WHUQDO WREHLQJ
ZKLFKUHTXLUHVEHLQJWREHH[SHULHQFHG DVDSHUSHWXDOVWDWHRIEHFRPLQJEH\RQGLWVHOI

WKH IDFW WKDW WKHPHDQV VXFFHHG DQGWKDW LVDOO %XW DJDLQ ZKDW GRHVWKDWPHDQ" 
6LPSO\ WKDW WKHPHDQV DUHHIIHFWLYH >DUHHIILFDFLRXV LH@ KDYH DQ HIIHFW QR
PDWWHU ZKDW HIIHFW´ 
7HFKQLFDO FRQVFLRXVQHVV¶V SUHRFFXSDWLRQ ZLWK HIILFDFLRXVQHVV UHJDUGOHVV RI WKHTXDOLW\RIWKH
HIIHFW LV DV\PSWRP RIWKH UHYHUVDO RI EHLQJ WRGRLQJ ZKLFK WDNHVSODFH LQ WKH WUDQVIRUPDWLRQ RI
GLDOHFWLF FRQVFLRXVQHVV WRWKH)%6%HFDXVH WKHUH LVQRORQJHU DGLDOHFWLF VSDFHRI UHODWLRQDO
FRQWH[W IURP ZKLFK PHDQLQJ FDQ HPHUJH WKHTXDOLW\ RIWKHPHVVDJH QRORQJHU PDWWHUV :KDW
PDWWHUV LV DQH[SUHVVLRQ RI TXDQWLW\ RUWKHµVKHHU WKHUHQHVV¶ RIVRPHHIIHFW DQ\ HIIHFW SURYLGHG
LW LV H[SUHVVHG DVUDWLR WKH\HV25WKHQR7KHOLPLQDOLW\ RIDPELJXLW\ LV H[FOXGHG DVPDUJLQV
KDYHEHHQHOLPLQDWHG E\WKH FOHDU UDWLRQDO GLYLVLRQ RISRVLWLYH RUQHJDWLYH UHDFWLRQV7KHVH DUH
QRWDXWKHQWLF UHVSRQVHV ZKLFK H[SUHVV WKHZKROHQHVV RIKXPDQ EHLQJ DVERWK VSLULWXDO DQG
PDWHULDO EHLQJ 7KHUH LV QRWKLQJ KLGGHQ QRP\VWHU\ LQ WKLV H[SUHVVLRQ ZKLFK PLJKW SURYRNH D
VHDUFK IRU FRQWH[WXDO PHDQLQJ 7KHUH LVLQ IDFW QRVSDFHRI FRQWH[W UHPDLQLQJ DVDJURXQG IURP
ZKLFK WKH LQGLYLGXDO PLJKW EHJLQ VXFK DVHDUFK DVWKHJURXQG VXSSOLHG E\FRQWH[W GHSHQGVXSRQ
DUHODWLRQ WKDW QRORQJHU H[LVWV $OO GLVWDQFH EHWZHHQ LQWHUORFXWRUV KDVEHHQHOLPLQDWHG E\WKLV
PHFKDQLVWLF IRUP RIPHGLDWLRQ 7KHUH LV RQO\ DXQLIRUP VLPLODULW\ ZKLFK UHQGHUV DOO SUHVHQFH
DQGSDUWLFLSDWLRQ DQRQ\PRXV DVWKHUH H[LVWV QRGLVWLQJXLVKDEOH FRXQWHUIRUP ZLWKLQ
FRQVFLRXVQHVV WRGLVUXSW WKHWHQVLRQOHVV HTXLOLEULXP RI WKHWRWDOLW\ 7KLV IRUP RIPHGLDWLRQ LV
QRWDULFKO\ V\PEROLF IRUP RILQWHUKXPDQ UHODWLRQ GHVLJQHG WREULGJH WKHJDSEHWZHHQ VHOI DQG
RWKHU EXWWKH DXWRQRPRXV VHOIDXJPHQWLQJ H[SDQVLRQ RI³VWUXFWXUHV DQGVWUXFWXUDO JDPHV´
&KULVWLDQ 7KHRORJLDQ DQG(OOXOLDQ VFKRODU 0DUYD'DZQ ³7KH &RQFHSWRI µWKH3RZHUV¶
DVWKH%DVLV IRU(OOXO¶V )RUH(WKLFV ´ SODFHV(OOXO¶V SDUDOOHO XQV\QWKHVL]DEOH DQGRIWHQ
 (OOXO -7KH7HFKQRORJLFDO%OXIIS

FRQWUDGLFWRU\ WKHRORJLFDO VRFLRORJLFDO PHWKRG LQWR SHUVSHFWLYH E\IUDPLQJ (OOXO¶V HWKLFDO UHIXVDO
WRDGGUHVVHLWKHU SUREOHP LQ LVRODWLRQ IURP LWV FRXQWHUSDUW
³-DFTXHV (OOXO GRHVDQGGRHVQRWGRHWKLFV +LV XVHRI WKH%LEOLFDO FRQFHSW RIWKH
³SULQFLSDOLWLHV DQGSRZHUV ´ XQGHUJLUGV ERWKKLV UHIXVDO WRFRQVWUXFW DQ HWKLFDO
V\VWHP DQGKLV VXJJHVWLRQ RIDQHWKLFV WKDW WDNHVVHULRXVO\ VWUXFWXUDO DQGFXOWXUDO
JRRGDQGHYLO´  
'DZQ¶V SDUDGR[LFDO SRVLWLRQ DERYHLV DGYDQFHG LQ WKLV SURMHFWWKURXJK DQLPSRUWDQW SRLQW WKDW LV
RIWHQ RYHUORRNHG LQ FRPPXQLFDWLRQ OLWHUDWXUH (OOXO¶V WKHRORJLFDO FRPPLWPHQWV UHTXLUH KLP WR
LQWHOOHFWXDOO\ FRQIURQW WKHVDPHSDUDGLJP KHFRQWLQXDOO\ JXDUGV DJDLQVW 6WUXFWXUHV IRU(OOXO DUH
IRUPDWLRQV ZKLFK UHVXOW IURP WKRXJKW WKDW KDVEHFRPHDEVWUDFWHG UHLILHG DQGV\VWHPDWL]HG LH
PDVV DJUHHPHQW LVWKHXQGHUO\LQJ FRQGLWLRQ RIWKHLU H[LVWHQFH $VVXFK WKHVH VWUXFWXUHV FDQQRW
EHXQGHUVWRRG RUDGGUHVVHGIURP DIL[HG LQWHOOHFWXDO FRQVWUXFW ZLWKRXW DEDQGRQLQJ DWWHQWLRQ WRD
OLYHG HWKLF DPRYH ZKLFK EHFRPHVQHFHVVDU\ LQ RUGHUWRSURMHFWWKH VHOI DQGLWV VLWXDWLRQ LQWR WKH
JURXQGOHVV HOVHZKHUH VSDFHRIDEVWUDFW H[LVWHQFH DQGDXWRQRPRXV WHFKQLFDO PRUDOLW\ 7KDW LV LW
LV DQLQWHOOHFWXDO FRQVWUXFW RIWKHVDPH IRUP DVLWV EHLQJ DIRUP WKDW H[FOXGHV FRQVLGHUDWLRQ RI
WKHJLYHQ RUGHURIH[LVWHQFH WKDW UHPDLQV DSULRUL WRWKH DFWLRQ ZKLFK JLYHV ULVH WRWKLV IRUP¶V
HPHUJHQFH LQ KLVWRU\
6WUXFWXUDO ,GHQWLW\YV6XEMHFWLYH ,GHQWLW\
(OOXO¶V VRFLRORJLFDO DQDO\VLV RIWKHGHWHUPLQLQJ IDFWRU LQ WKHVWUXFWXUH RI WZHQWLHWK
FHQWXU\ FLYLOL]DWLRQ IROORZV WKH WHPSRUDOO\JURXQGHG VRFLRKLVWRULFDO PHWKRGRORJ\ RI0DU[
ZKR KDYLQJ DGMXVWHG WKHTXHVWLRQ RI YDOXH WRUHIOHFW WKHQHZKLVWRULFDO HSRFK(OOXO
 ,QWKH DUWLFOH ³1HHGHGD1HZ.DUO0DU[´(OOXO SRVLWLRQV0DU[¶VPHWKRGRORJ\DVRQHWKDWLVFDSDEOHRI
JUDVSLQJWKHWRWDOLW\RIDWHPSRUDOO\VLWXDWHGREMHFWLYHUHDOLW\ EXWWKDWWKLVUHDOLW\LV³HSKHPHUDO´ LH LWVYDOLGLW\
UHPDLQV LQWULQVLFDOO\ ERXQGWRWKHKLVWRULFDOFRQGLWLRQVWKDWSHUPLWWHGWKHVLWXDWLRQWRHPHUJHZLWKLQKLVWRU\ 
³9DOXH´ LVGHWHUPLQHG E\WKHFRQGLWLRQVRIWKLVEUDFNHWHGWLPH SHULRGDQGFKDQJHVZKHQWKHFRQGLWLRQVZLWKLQ
KLVWRU\WKDWEURXJKWLWLQWREHLQJDUHFKDQJHG

3HUVSHFWLYHVRQ2XU$JHEHOLHYHV ZRXOG KDYH FRQFXUUHG WKDW WHFKQLTXH LV WKHSKHQRPHQRQ E\
ZKLFK WZHQWLHWK FHQWXU\ VRFLHW\ LVPRVW GHWHUPLQHG (OOXO¶V VRFLRORJLFDO FULWLTXH RI
³VWUXFWXUH ´ DVLQ ³VWUXFWXUHV RI FLYLOL]DWLRQ ´ VKRXOG QRW WREHFRQIXVHG ZLWK KLV FULWLTXH RI
VWUXFWXUDOLVW DQGSRVWVWUXFWXUDOLVW FRPPXQLFDWLRQ WKHRULHV DOWKRXJK ERWKFHQWHU RQODQJXDJH DV
YHKLFOHV RI IRUPDWLRQ DQGWUDQVIRUPDWLRQ ,Q WKHDUWLFOH ³1HHGHG $1HZ.DUO0DU[ ´
(OOXO GHVFULEHV WKHWHUP ³VWUXFWXUH ´ DVD³IXQGDPHQWDO JLYHQ ´ (OOXO FODULILHV WKHPHDQLQJ RI
WKH WHUP³VWUXFWXUH ´ DVDSHUPDQHQW IRUFHRUIRUFHVEHKLQG SKHQRPHQD ZKLFK ³HQVXUHV LWV XQLW\
WRRXU WLPHV EHQHDWK LWV FKDRWLF DQGGLVRUGHUO\ DSSHDUDQFH ´ (OOXO WKXV UHIHUV WRVWUXFWXUH LQ
WHUPV RIDGHHSEDFNJURXQG YLUWXDOO\ WHOHRORJLFDO LQ QDWXUH WKDW RUGHUVSKHQRPHQD DFFRUGLQJ WR
DFHUWDLQ PRYHPHQW DQGPDQQHULVP ³([DFWO\ DVLQ DWDSHVWU\ WKHUH LV DQXQVHHQ ZDUSWKDW
HQVXUHV WKHXQLW\ RI WKHIDEULF DQGWKDW LVWKH IRXQGDWLRQDO HOHPHQW XSRQZKLFK LVGHYHORSHG WKH
RXWZDUGGHVLJQV DQGRUQDPHQWV ´ +HUHERWK WKHDSSHDUDQFH DQGWUDMHFWRU\ RIDQREMHFWLYH
VWUXFWXUH FDQEHVHHQ DVGHWHUPLQHG E\IRUP LI IRUP LV FRUUHVSRQGHQW WRWKH WHUP³ZDUS ´ DQG
EHLQJ FRUUHVSRQGVZLWK WKH WKLQJ LWVHOI LHWKH ³IDEULF´
,QGHILQLQJ ZKDW FRQVWLWXWHV WKH ³VWUXFWXUHV ´ RI FLYLOL]DWLRQ (OOXO ³1HHGHG $1HZ.DUO
0DU[ ´ DWWHQGV WRIRXU FKDUDFWHULVWLFV 7KH ILUVW LVZKDW LV VLQJXODU RUHOHPHQWDO WRWKHVH
VWUXFWXUHV LH ³GLVWLQFWLYH FRPSDUHG WRWKHRWKHUV ´ DQGZKDW JLYHV XQLW\ WRWKH FLYLOL]DWLRQDO
WRWDOLW\ 7KLV WRWDOLW\ RIFLYLOL]DWLRQ FRPSULVHV (OOXO¶V VHFRQGFKDUDFWHULVWLF RIVWUXFWXUH
³WKH HOHPHQW FRPPRQ WRDQHQWLUH VHULHV RISKHQRPHQD LQRXU FLYLOL]DWLRQ ´ RU³IXQGDPHQWDO
VWUXFWXUH ´ 7KH ³IXQGDPHQWDO VWUXFWXUH ´ FDQEHVHHQ DVWKHSRLQW RI V\VWHPLF RULJLQ ± WKDW LV
WKHRULJLQDO DEVWUDFW XQLW\ WKDW JLYHV ULVH WRUHOHQWOHVV JHRPHWULF UHSURGXFWLRQ RIDVLQJXODU
SUHVFULSWLYH IRUPDWLRQ $OWKRXJK WKHVH V\VWHPLF IRUPDWLRQV PD\ GLIIHU LQ DSSHDUDQFH WKH\ VKDUH
DFRPPRQ VWULFWO\ IRUPDO LGHQWLW\ LH WKHLU EHLQJ LVGHWHUPLQHG LQ DGYDQFHE\DSXUHO\ UDWLRQDO

ILUVWRULHQWLQJ IRUP WKH)%6,QWKHPDGHXQLYHUVH RI WHFKQRORJLFDO DEVWUDFWLRQ LH WKH
HOVHZKHUHWKH LUUDWLRQDO FDQQRW JDLQ HQWU\ 7KURXJK DFRQVWUXFWHG IRUP RIFORVXUH WKDW FRYHUWO\
EXWSXUSRVHIXOO\ DLPV WRRYHUULGH WKHJLYHQ RIUHDOLW\ WKHVSLULWXDO GLPHQVLRQ RI KXPDQ EHLQJ LV
GHQLHG H[LVWHQFH 
(OOXO¶V WKHRORJLFDOO\ LQIRUPHG YLHZ RI KLVWRULFDO LQWHOOHFWXDOLVP DLPV WRUHPLQG UHDGHUV
WKDW WKH VSLULWXDO GLPHQVLRQ RIUHDOLW\ FRQWLQXHV WRH[LVW LQ UHDOLW\ DVJLYHQ DQGWKDW WKLV DXWKHQWLF
UHDOLW\ FDQEHDFFHVVHGWKURXJK WKHZRUGDQGJLYHQ PHDQLQJ WKURXJK WKH:RUG± PRYHPHQWV WKDW
UHTXLUH DFNQRZOHGJPHQW RIWKHEHLQJ %HLQJ RIDVLJQLILHU 6LJQLILHU WKDW FDOOV XV WRHVWDEOLVK
PHDQLQJ E\UHVSRQGLQJ LQ UHODWLRQ ,WLV LPSRUWDQW WRDOVRQRWHWKDW(OOXO ³1HHGHG $1HZ.DUO
0DU[ ´ YLHZV WKHPRGLILFDWLRQ RIWKH FRPPRQ HOHPHQW FRQVWLWXWLYH RI ³IXQGDPHQWDO VWUXFWXUHV ´
DVDPRYH WKDW UHVXOWV LQ FDOOLQJ WKHWRWDOLW\ RIFLYLOL]DWLRQ LQWR TXHVWLRQ 7KLV LPSOLHG DELOLW\
WRSURGXFH DUHYROXWLRQ LQ FLYLOL]DWLRQ UHSUHVHQWV WKH WKLUG RI (OOXO¶V GHILQLQJ FKDUDFWHULVWLFV RI
VWUXFWXUH (OOXO EHOLHYHV WKDW VXFK DPRGLILFDWLRQ EHFRPHV LQ WKHRU\ SRVVLEOH LI &KULVWLDQ
LQGLYLGXDOV DUHDEOHWRKHHG6W3DXO¶V ZDUQLQJ DJDLQVW FRQIRUPLW\ ZLWK WKHZRUOG LH WKH
DEDQGRQPHQW RI LQGLYLGXDO IDLWK WRFRUSRUDWH EHOLHI WKHPRYH IURP DUDGLFDOO\ LQGLYLGXDO HWKLF WR
DPDVVPRUDOLW\ 7KH&KULVWLDQ DFWRIIDLWK LV UDGLFDOO\ DWWHQWLYH WREHLQJ LQ WKLV UHODWLRQ ± D
FRQVWDQW VWULYLQJ WRZDUG HVWDEOLVKLQJ GLDORJXH ± ZLWK *RGDVWKH(WHUQDO 3UHVHQFHERWK LQ DQG
RXWVLGH RI WLPH DQGVSDFH7KXV (OOXO¶V &KULVWLDQ UHYROXWLRQDU\ LV WKHSHUVRQZKR LQ IDLWK LV
FRPPLWWHG WREHLQJ WKH VLJQ RI*RG¶V(WHUQDO 3UHVHQFH LQ WKHZRUOG DQGQRWKLQJ PRUH*RGLQ
+LV'LYLQH SHUIHFWLRQ DV*RGFDQQRW EHLPSURYHG XSRQE\ KDYLQJ VRPHWKLQJ PRUH DGGHGWRWKH
UHDOLW\ RI+LV(WHUQDO %HLQJ )RUWKH&KULVWLDQ LQGLYLGXDO WRGHVLUH EHEHFRPHPRUH WKDQ D
UHIOHFWLRQ RI WKLV (WHUQDO %HLQJ WKLV VLJQ RI%HLQJ¶V 3UHVHQFH LV WREHWUD\ WKH OLPLW RIWKH
HVFKDWRORJLFDO RUGHURI H[LVWHQFH LQ IDLWK (OOXO ILQGV KLPVHOI FRPPLWWHG WRGLVUXSWLRQ RI
 (OOXO -³7HFKQLTXHDQGWKH2SHQLQJ&KDSWHUVRI*HQHVLV´S

WHFKQRORJLFDO FRQVFLRXVQHVV QRWVLPSO\ EHFDXVHKHZLVKHV WRDGYDQFH DUKHWRULF DGPRQLVKLQJ
WHFKQLTXH DVDIRUP RIGHVLUH EXW EHFDXVHKH UHFRJQL]HV WKDW DWWKLV SDUWLFXODU SRLQW LQ KLVWRU\
WHFKQLTXH LQ LWV WRWDOLW\ KDVEHFRPHGHVLUH LWVHOI
%\SODFLQJ 7KH3UHVHQFHDQGWKH.LQJGRP DQG7KH7HFKQRORJLFDO6\VWHP LQ
FRQYHUVDWLRQ DWKHVLV WKDW VXPPDULO\ FDSWXUHV RYHUDUFKLQJ (OOXO¶V WKHRORJLFDO SKLORVRSKLFDO
SURMHFWSRVLWLQJ HWKLFV DJDLQVW PRUDOLW\ LV EURXJKW WROLJKW +XPDQLW\¶V GHVLUH IRUPRUH WKDQ
EHLQJ LQ UHODWLRQ ZLWK WKH&UHDWRUEHJLQV WKHSURFHVVRI FUHDWLQJ LGROV DSURFHVVZKLFK
FRQVWLWXWHV VXEPLVVLRQ WRWKHQHFHVVLW\ WRGRUDWKHU WKDQ WREH3RVW)DOO (OOXO VHHVWKH
XQUHVROYDEOH WHQVLRQ EHWZHHQPDWHULDO DQGVSLULWXDO UHDOPV QHFHVVLW\ DQGSURPLVH DVWKHJLYHQ
FRQGLWLRQ RI KXPDQLW\ LQ LWV IUHH UHODWLRQ WRWKH'LYLQH 7KH LQHVFDSDEOH ELIXUFDWLRQ WKDW GHILQHV
WKLV FRQGLWLRQ LVDVLJQ RIPDQ¶V ZHDNQHVV ± IDWDOLW\ DQGGHDWK± LQ KLV KHUVHSDUDWLRQ IURP
*RG 7KH3RVW)DOO KXPDQ FRQGLWLRQ UHOHJDWHV PDQ WRWKHSRVLWLRQ RI UHFHLYHU DOLVWHQHU IRU
WKH:RUGWKDW RSHQVWRWKHUHYHDOLQJ RID7UXWK WKDW LV QRZFRQFHDOHG IURP UHDOLW\ 2QWKHRWKHU
KDQG WKH&UHDWRUDVWKH%HLQJ EH\RQG DOO QHFHVVLW\ LV(WHUQDOO\ JLYLQJ WRDVXEMHFW ZKRP +HKDV
FUHDWHGWRNQRZ KHVKHLV ORYHG 0DQUHFHLYHV WKHJLIW DQGUHVSRQGV DQGDGLDORJXH RI
6SLULW  VSLULW LV LQLWLDWHG 7KLV GLDOHFWLF RUGHUDVWKHJLYHQ RI3RVW)DOO UHDOLW\ FDOOV HDFK
LQGLYLGXDO LQWR FRQWLQXRXV FRPPXQLFDWLRQ ZLWK *RGWKURXJK WKH(WHUQDO 3UHVHQFHRIWKH6SLULW D
3UHVHQFH WKDW REOLJHV XVWRUHDFKRXWZDUG WRZDUGWKHSUHVHQFHRIWKHRWKHU EHLQJV LQ WKHZRUOG
ZKR DUHGLIIHUHQW \HW OLNH RXUVHOYHV LQ WKDW WKH\ VKDUH WKH VDPHLQHVFDSDEOH H[LVWHQWLDO FRQGLWLRQ
DVGLVWLQFWO\ KXPDQ EHLQJV +RZHYHU LQ WKH WHFKQLFDO PLOLHX WKH'LYLQH RUGHULVEHWUD\HG DQG
PDQ¶V GLDORJXH ZLWK WKH6SLULW EHFRPHV VLOHQFHG E\DEDQGRQLQJ WKHJLYHQ RIGLDOHFWLF DZDUHQHVV
 (OOXO -7KH7HFKQRORJLFDO6\VWHPSS
 (OOXO -³7HFKQLTXHDQGWKH2SHQLQJ&KDSWHUVRI*HQHVLV´S
 (OOXO -³7KH5HODWLRQ%HWZHHQ0DQDQG&UHDWLRQLQWKH%LEOH´ S

LQRUGHUWRFRQIRUP ZLWK WKHPDGHPDWHULDO DZDUHQHVV RIWHFKQLTXH DVXSUDVWUXFWXUDO HQVHPEOH
H[FOXVLYHO\ FRQVWLWXWHG E\DQGFRQVWLWXWLYH RIPHDQV RI QHFHVVLW\
,QDZDUHQHVV RIGLDOHFWLF UHDOLW\ ± UHDOLW\ DVJLYHQ 3RVW)DOO ± HDFKLQGLYLGXDO UHODWLRQ
ZLWK *RGLV IUHHO\ FKRVHQ EXW WKLV UHODWLRQ GHSHQGVXSRQ DQ LQQHU OLIH WKHVSLULWXDO GLPHQVLRQ RI
OLVWHQLQJ DQGUHVSRQGLQJ 3RVW)DOO GLDOHFWLF PHGLDWLRQ EHFRPHV WKHRQO\ PHDQV RI FRPPXQLRQ
ZLWK *RGDQGRWKHUV *RG¶VPHDQV RI FRPPXQLFDWLRQ LV WKH:RUGZRUGWKHGLDOHFWLF RI
SUHVHQFH DQGDEVHQFHKHOG WRJHWKHU E\EHLQJ LQ UHODWLRQ 1HFHVVLW\ GHPDQGV PDQ¶V DWWHQWLRQ WR
PDWHULDO QHHGV EXWWKHVHQHHGV FDQEHSODFHG DSDUWRUWUDQVFHQGHG LQ WKHPRPHQW ZKLFK FDOOV IRU
GHFLVLYH DFWLRQ E\UHFRJQL]LQJ ERWKPDWHULDO DQGVSLULWXDO GLPHQVLRQV DVUHSUHVHQWDWLYH RIWKH
ZKROH RIUHDOLW\ +HUHWKHREVWDFOH FDQEHFRPHV\PEROLFDOO\ RYHUFRPH LQ PDQ¶V WLPH
DOORZLQJ *RG¶VZLOO WR EHGRQHDFFRUGLQJ WR(WHUQDO WLPH 6HHQWKLV ZD\ WKHV\PEROLF DFWLV
PRUH DQDFWRIUHVLJQDWLRQ DQGZDLWLQJ WKDQ LW LVDQ DFWRI SRZHUDQGLPPHGLDF\ 2QWKHRWKHU
KDQG WHFKQLTXH¶V GHV\PEROL]LQJ DFWLRQ LVDIRUP RISXUHSRZHUH[SUHVVHG LQ WHUPVRI
UDWLRQDOO\H[SUHVVHG LPPHGLDF\ ± WKDWZKLFK FRPPDQGV GHPRQVWUDWLYH REMHFWLYLW\ E\PHDQVRI
YLVXDO FODULW\
)RU(OOXO WKHGLDOHFWLF V\PEROLF IRUPDWLRQ WKDW HQWHUV LQWR H[LVWHQFH DVKLVWRU\ WKURXJK
WKH VSRNHQ:RUGZRUGVWUXFWXUHV KXPDQ FRPPXQLFDWLRQ ZLWKLQ DSURFHVVRIJLYLQJ DQG
UHFHLYLQJ ,Q(OOXO¶V WKHRFHQWULFDOO\LQIRUPHG SKLORVRSK\ RIFRPPXQLFDWLRQ WKLV LV WKHRUGHURI
PHGLDWLRQ WKDW EHFRPHVQHFHVVDU\ WRHVWDEOLVK PHDQLQJ DVDIORZ RIWHPSRUDO G\QDPLFV 3RVW)DOO
± LHZLWKLQ DFRQWLQXRXV GLDOHFWLF WHQVLRQ E\ZKLFK WKH VHOI DQGWKHRWKHU VWUXJJOH WRDFKLHYH D
V\QWKHVLV WKDW RIWHQ DSSHDUVZLWKLQ UHDFK EXW LVLQFDSDEOH RIEHLQJ IXOO\ JUDVSHG*RG¶V
SULYLOHJHG IRUP RIFRPPXQLFDWLRQ ± WKHZRUG± SUHVHUYHV WKH3RVW)DOO RUGHUZKLFK SHUPLWV
FRPSOHWH KXPDQ IUHHGRP ZLWKLQ DOLPLW ³WRJRWRWKHYHU\ ERUGHURIWKH ³+RO\ ´ EXWQRIXUWKHU ´
 (OOXO -%HWUD\DORIWKH:HVW S

3UHVHQFH )XOO\ V\PEROLF RUDO FRPPXQLFDWLRQ ± WKHSURFHVVE\ZKLFK PDQ DV*RG¶V
SODFHWDNHU LQ FUHDWLRQ ± LPLWDWHV WKHRQJRLQJ UHODWLRQDO SURFHVVRI JLYLQJ DQGUHFHLYLQJ 7KH
RWKHU LV QRWPHUHO\ QHFHVVDU\ EXWFRQVWLWXWLYH RIWKLV UHODWLRQDO FRQVWUXFW ZLWKLQ FRQVFLRXVQHVV
DQLQKHUHQWO\ GLDOHFWLF UHODWLRQ :KHQ WKLV RUGHURIJLYLQJ DQG UHFHLYLQJ LV DEURJDWHGPHDQLQJ
EHWZHHQ UHDO SHUVRQV LQ WLPH SODFH DQGVSDFH FHDVHVDQGZLWK LW DQ\QRWLRQ RIµOLIH¶ LWVHOI 
(OOXO¶V IRXUWK DQGILQDO FKDUDFWHULVWLF RIVWUXFWXUH ³LV WKDW LW FRQFHUQV WKH LQGLYLGXDO OLIH RI
SHUVRQV ,WLVRQO\ LQ WKLV PHDVXUH WKDW LW LVDVWUXFWXUH RI FLYLOL]DWLRQ ´ %RWK6WLYHUV¶V DQG
9DQGHUEXUJ¶V DQDO\VHV RI(OOXO DUHSUHGLFDWHG XSRQ DFRFRQVWUXFWLYH DVVXPSWLRQ VXJJHVWHG LQ
WKHSUHFHGLQJ VWDWHPHQW LH WKDW KXPDQ ODQJXDJH LV WKHSULPDU\ IRUP RI V\PEROLVP QHFHVVDU\
IRU GHYHORSPHQW RI WKHVH VWUXFWXUHV DVV\VWHPV RIEHOLHI $OO VWUXFWXUHV RI FLYLOL]DWLRQ DVWKXV
VHHQDVOLQJXLVWLFDOO\UHDOL]HG V\VWHPV RIVRFLDO FRQVWUXFWLRQ RUIRUPV RIPDVV DJUHHPHQW WKDW
UHIOHFW DQHFHVVDU\ JLYHQ LQ WHUPVRIDQXQFRQVFLRXV DVVXPSWLRQ EHWZHHQ WKHSHUVRQ DQG
KLV  KHU FRPPXQDO OLIHZRUOG DVFRQVWLWXWLYH RIWKH VWUXFWXUH RIERWKSHUVRQDO DQGFROOHFWLYH
LGHQWLW\ )RU(OOXO D³VWUXFWXUH´ FDQEHVHHQLQ WHUPVRI WKHUHLILFDWLRQ DQGV\VWHPL]DWLRQ RI D
SDUWLFXODU IRUP E\ZKLFK DFWLRQ LVSUHVFULEHG 7RZDUG WKLV HQG(OOXO ³1HHGHG $1HZ.DUO
0DU[ ´ VWDWHV WKDW ³$ VWUXFWXUH ZLOO EHZKDW VKDSHV DYHUDJHSHRSOHZKDW KDVDGHFLVLYH IRUFH LQ
WKHRUJDQL]DWLRQ RIWKHLU OLIH LQ WKHRUGHURI WKHLU WKRXJKWV LQ WKHLU EHKDYLRU LQ WKHLU KDELWV ´ 
+HUH(OOXO LV GHVFULELQJ ZKDW FDQEHFRQVLGHUHG LQ $ULVWRWHOLDQ WHUPV DUKHWRULFDO VWUXFWXUH 
+RZHYHU (OOXO¶V WKHRFHQWULFDOO\JURXQGHG FULWLFLVP RI FRQWHPSRUDU\ VRFLHW\ UHYROYHV DURXQG WKH
SURSRVLWLRQ WKDW WKHWHFKQRORJLFDO PLOLHX KDVHQWHUHG LQWR KLVWRU\ DVDUHDOLW\ EHFDXVHWKH
WHPSRUDOLW\ RIDSDUWLFXODU IRUP RIDFWLRQ LV QRORQJHU HDVLO\ VHSDUDWHG IURP WKHZKROH RI UHDOLW\
 (OOXO -³7KH5HODWLRQVKLS%HWZHHQ0DQDQG&UHDWLRQ LQWKH%LEOH´ S 

DVDGLVWLQFW UHODWLRQ EHWZHHQ VXEMHFW DQGREMHFWLQ WLPH SODFH DQGVSDFH 7KDW LV WKH
VWUXFWXUH RIKXPDQ H[SHULHQFH FKDUDFWHUL]HG DVDPRYHPHQW EHWZHHQ UHPHPEUDQFH RIDVRFLDOO\
VLJQLILFDQW SDVWPHDQLQJ FRQVWUXFWHG E\DERXW DQGIRU DVLWXDWHG FRQFUHWH SHUVRQRUSHUVRQV DQG
LWV UHQHZDO LQ WKHSUHVHQW DVDIRUP RIFRQWLQXLW\ PDGHSUHVHQW E\DSHUVRQZKRHQDFWV WKLV
EULGJH EHWZHHQEDFNJURXQG NQRZOHGJH UHQHZHG LQ WLPH SODFH DQGVSDFHDVD IRUHJURXQG DFWLRQ
WKDW LV OLYHG RXW
7HFKQRORJ\ $)DOOHQ)RUP RI5KHWRULF"
(OOXO¶V SUREOHP RIWKH IL[LW\ RIIRUP LQ WKHWHFKQLFDO PLOLHX FDQEHVXPPDUL]HG WKURXJK
WKHGLVWLQFWLRQ EHWZHHQ WZRIRUPV RIWUDQVPLVVLRQ DQGDFTXLVLWLRQ 7KH ILUVW JURXQGHG LQ WKH
GLDOHFWLF VWUXFWXUH FKDUDFWHULVWLF RIWUDGLWLRQDO UKHWRULFDO WUDLQLQJ DLPV WRSHUVXDGHE\LWV UHOLDQFH
XSRQ DVSHDNHUDQGOLVWHQHUV KHOG WRJHWKHU LQ WKHUHODWLRQDO XQLW\ RIGLVWDQFH DQGVLPLODULW\ GXULQJ
DSDUWLFXODU PRPHQW LQ WLPH 7KH VHFRQGLQYROYHV NQRZOHGJH E\UHSURGXFWLRQ RI DQDQRQ\PRXV
DQGSXUHO\ SUHGLFDWLYH LV WKDW FORVHVRII DOO UHIHUHQFH WROLIH DQGLWV SDUWLFXODULWLHV E\HOLPLQDWLQJ
WKHSKHQRPHQRORJLFDO GLVWDQFH WKDW SHUPLWV GLIIHULQJ IRUPV RIEHLQJ WRDSSHDUWRFRQVFLRXVQHVV 
,QWKH FDVHRI WKHIRUPHU WKHLQGLYLGXDO DVWKHVHDWRIWKH HWKLFDO LVQRW RQO\ UHVSHFWHG EXW
FRQVWLWXWLYH RIWKH DFWRI UHODWLRQ ,Q WKHODWWHU WKH UHODWLRQ LVOHYHOHG E\IRUFHRIDUXOH RUODZ
ZKLFK HOLPLQDWHV WKHWHQVLRQ E\FORVXUH RIWKH VSDFHPDLQWDLQHG WKURXJK SKHQRPHQRORJLFDO
DZDUHQHVV RIGLVWDQFH 7KHVSDFHZKHUH WKH WLPHERXQG SDUWLFXODULWLHV RI SHUVRQV DQGVLWXDWLRQV
FDQEHUHIOHFWLYHO\ FRQVLGHUHG EHFRPHVXQUHIOHFWLYHO\ IL[HG RXWVLGH RIWLPH LH LQ DQHOVHZKHUH
VSDFHRISHUSHWXDO DQRQ\PLW\ DQGJURXQGOHVV PHDQLQJ 
 ,Q³&KURQLFOH RIWKH3UREOHPVRI&LYLOL]DWLRQ´  (OOXO DWWHPSWVWRPDNH DQLQYHQWRU\RIWKHIRUFHVWKDW
ZRXOGHYHQWXDOO\OHDGKLP WRDQDO\]HWHFKQLTXHDVDSDUWLFXODUVWUXFWXUHRISKHQRPHQRQLQ7KH7HFKQRORJLFDO
6\VWHP  +HUH(OOXO PDNHVWKHHDUO\QRWDWLRQWKDWXQLILHVWKHVHIRUFHVLQWHUPVRILGHQWLW\FRPPRQDOLW\ VHOI
DXJPHQWLQJLQGHSHQGHQFHDQGDUHDOLW\ IRUPHGWKURXJKFRQVFLRXVLQGLVWLQFWLRQWKDWUHLQIRUFHVFORVX UHRIWKRXJKW
WKDWKDVFRQVHTXHQFHVIRUKRZEHLQJ LVH[SHULHQFHGLQWLPH³7KHVHIRUFHVDUHLGHQWLFDOWKURXJKRXWWKHZRUOGWKH\
DUHFRPPRQ WRDOO RXUFLYLOL]DWLRQ WKH\DUHLQGHSHQGHQWRIKXPDQZLOO WKH\KDYHDUHDOLW\QRWHDVLO\VHSDUDWHGIURP
WKHLUWHPSRUDU\IRUP ILQDOO\ WKH\JLYHWRRXUWLPH DUDGLFDO QHZFKDUDFWHU´6RXUFHVDQG7UDMHFWRULHV 

(OOXO¶V FRQFHUQ LV WKDW WHFKQRORJ\ DVDILUVWRULHQWLQJ IRUP RIORJRV WKDW GHWHUPLQHV ERWK
H[SHULHQFH DQGPHGLDWLRQ RI WKDW H[SHULHQFH HOLPLQDWHV WKHGLVWDQFH EHWZHHQ WKHSHUVRQDQG WKH
FROOHFWLYH LQ FRQVFLRXVQHVV 7KH UHVXOW LV WKH )%6WKHIXVLRQ RIIRUP DQGEHLQJ DQHZ IRUP RI
KLVWRULFDO LGHQWLW\ DVD³EHLQJ DSDUW ´ IURP WKH6SLULW VSLULW RI OLIH LWVHOI 7KLV SURMHFW WDNHVWKH
SRVLWLRQ WKDW(OOXO¶V FRQWULEXWLRQ WRHWKLFV DQGWKHSKLORVRSK\ RIFRPPXQLFDWLRQ ± DVDXQLW\ RI
ERWKWKHRUHWLFDO DQGWKHRORJLFDO SHUVSHFWLYHV ± LV JURXQGHG LQKLV UHFRJQLWLRQ RIWKLV PXWDWLRQ LQ
WKH VWUXFWXUH RIFRQVFLRXVQHVV DQGLWV LPSOLFDWLRQV XSRQ WKH LQGLYLGXDO SKHQRPHQRORJLFDO
UHDOL]DWLRQ RIEHLQJ LQ WKHZRUOG :KLOH (OOXO DFNQRZOHGJHV WKDW WKURXJKRXW KLVWRU\ DQ\
VWUXFWXUH RIEHOLHI ZDVFDSDEOHRIZRUNLQJ DJDLQVW HWKLFV WKHIXVLRQ RIIRUP DQGEHLQJ QRZ
PDNHV WKLV DFWLRQ XQDYRLGDEOH EHFDXVH LW KDVH[WHUQDOO\ IL[HG WKH WUDMHFWRU\ RILQWHUQDO KXPDQ
PRWLYHV %HLQJ QRORQJHU FKRRVHV DFWLRQ EHFDXVHEHLQJ FDQQRW IUHHLWVHOI IURP LWV IRUP RI
H[LVWHQFH DVDQ³LW ´ ± DQREMHFWRI DQRQ\PRXV XQLIRUPLW\ LQ FRQIRUPLW\ ZLWK WKH DUWLILFLDO PLOLHX 
,VLWSRVVLEOH WKHQ WRVSHDNRI UKHWRULF DV UKHWRULF LI WKHRQWRORJLFDO RUGHURIEHLQJ WRDFWLRQ KDV
EHHQUHYHUVHG E\DQ H[WHUQDO IRUFH WKDW KDVEHFRPHXQFRQVFLRXVO\ LQWHUQDOL]HG DVFRQVFLRXVQHVV" 
,QRWKHUZRUGVLV LW SRVVLEOH WRVSHDNRI UKHWRULF DQG UKHWRULFDO DFWLRQ DVWKHVH FRQFHSWV KDYH
EHHQUHIOHFWHG IRU H[DPSOH LQ WKHSKLORVRSK\ RI.HQQHWK %XUNH"
7KHSUREOHP WKDW(OOXO LGHQWLILHV HDUO\ LQ KLV FRUSXV ± DSUREOHP WKDW KDGDOUHDG\ DWWDLQHG
DFHQWUDO WKHRUHWLFDO SRVLWLRQ IRU(OOXO ZKLOH ZULWLQJ 7KH3UHVHQFHRIWKH.LQJGRP ± LVWKDW LW LV
QRWHDV\ IRU DQLQGLYLGXDO OLYLQJ LQ WKH WHFKQLFDO PLOLHX WRVHSDUDWH WKHPDGHREMHFWLYH
PRQRORJLF UHDOLW\ RIWHPSRUDU\ IRUPV IURP WKHXQGHUO\LQJ GLDOHFWLF UHDOLW\ RI WKH3RVW)DOO
KXPDQ FRQGLWLRQ DVJLYHQ %\SODFLQJ WKHWKHRUHWLFDO FRRUGLQDWHV RI0DU[¶VPHWKRGRORJ\ LQ
 %XUNH 7KH5KHWRULFRI5HOLJLRQWDNHVWKHSRVLWLRQWKDWWKHHWKLFDOLVFRQVWLWXWHGE\EHLQJ¶VIUHHGRPRIFKRLFHWR
SXUVXHDFHUWDLQIRUP RIDFWLRQ 
 (OOXO DGYDQFHVDWKHRUHWLFDOSRVLWLRQSRLQWLQJWRZDUGDSHUFHLYHGQHZUHODWLRQVKLSEHWZHHQIRUP DQGUHDOLW\ LQKLV
 DUWLFOH ³&KURQLFOH RIWKH3UREOHPVRI&LYLOL]DWLRQ´ ZKLFKDSSHDUHGWZR\HDUVSULRU WRWKHILUVWSXEOLFDWLRQRI

FRQYHUVDWLRQ ZLWK WKHTXHVWLRQV SURSRVHGE\WKHQHZO\HYROYHG PDWHULDO UHDOLWLHV WKDW GHILQHG
PLGWZHQWLHWK FHQWXU\ OLIH (OOXO FRQFOXGHV WKDW WKH IDFWRU HIIHFWLQJ WKLV IDLOXUH RIVHSDUDWLRQ PXVW
OLNHZLVH KROG UHVSRQVLELOLW\ IRU WULJJHULQJ DUHYROXWLRQDU\ FKDLQ RIHYHQWV UHVXOWLQJ LQZKDW KH
SRVLWV DVWKHIRUPDWLRQ RI DQHZKLVWRULFDO PLOLHX FRQVWLWXWLYH RIWKH UHODWLRQ EHWZHHQPDQ DQG
KLV KHU OLIHZRUOG DQGFKDUDFWHUL]HG E\DQHZIRUP RIFRQVFLRXVQHVV 7KHSHUVRQ DVWKH)%6±
UHGXFHG WR\HW DQRWKHU PHDQV RIDEVWUDFWLRQ ZLWKLQ WKH V\VWHP ± ³WDNHVRQDVLQJXODU YDOXH ´
XQGHU WKHGHPDQG IRUWHFKQLFDOO\FRQVWUXFWHG PRUDOLVWLF FRQIRUPLW\ ³1HHGHG $1HZ.DUO
0DU[ ´ (OOXO¶V HWKLFDO SKLORVRSK\ LV FHQWHUHGXSRQ WKH DVVHUWLRQ WKDW WKLV YDOXH KDVQR
VRXUFH LQ DQ\SDUWLFXODU UHDO FRQFUHWHPDQ ZRPDQ 5DWKHU WHFKQLFDO YDOXH LV WKHH[SUHVVLRQ RI
DWRWDOL]LQJ DQGXQLYHUVDOL]LQJ DUWLILFH ± DQH[WHUQDO SKHQRPHQRQ WKDW KDVEHFRPH LQWHUQDOL]HG
EHFDXVH FRQVFLRXVQHVV FDQQRORQJHU SHUFHLYH WKHQDWXUDO GLVWLQFWLRQ EHWZHHQ EHLQJ DQGIRUP DV
JLYHQ
$VDUHVXOW RI EHLQJ¶V LQDELOLW\ WRJDLQ GLVWDQFH IURP DQDFWLRQ WKDW LV QRWIUHHO\ FKRVHQ
EXWUDWKHU GHFLGHG LQ DGYDQFH WKH)%6GRHVQRWH[SUHVV OLIH LQ V\PEROLF UHODWLRQ EXWWKDW RIWKH
GHV\PEROLF DUWLILFH GHV\PEROL]HG E\ZD\RI LWV VLQJXODULW\ RI H[LVWHQFH DQGDFWLRQ )RU(OOXO
WHFKQLTXH WHFKQRORJ\ LVWKH VHOIVLJQLI\LQJ UHDOLW\ GLVFRXUVH LGHQWLILHG E\DVLQJXODU IRUP RI
EHLQJ LQGLVWLQJXLVKDEOH IURP DQ\RWKHU LH DSXUHPHDQVFKDUDFWHUL]HG E\DFRUUHVSRQGHQW
VLQJXODULW\ RI YDOXH (OOXO¶V WHFKQLFDO ³PHDQV ´ LV DQH[SUHVVLRQ RI WKHHYHU\RQH DQGWKHQRRQH
DWRQFH± WKHDQRQ\PRXV IRUFHRIDGHV\PEROL]HG REMHFWVLJQLILHG LQSHUSHWXLW\ E\DFRQVWUXFWHG
IRUFHRIVLQJXODULW\ ± WKH)%6(OOXO¶V WKHRORJLFDO VRFLRORJLFDO SURMHFW DLPV WRLQWHUUXSW
WHFKQRORJLFDOO\UHLILHG IRUPV RILQWHOOHFWXDOLVP WKURXJK DWWHQWLRQ WRDGLDOHFWLF RUGHURI




WKHSKHQRPHQRQ WKDW XQGHUOLHV ZKDW KHFRQVLGHUV DVWKH FULWLFDO TXHVWLRQ FRQIURQWLQJ
FRQWHPSRUDU\ FLYLOL]DWLRQ ± :KDW UHDOHQGLV VHUYHGE\PDQ¶V JUHDW SRVVHVVLRQ RIPHDQV" )RU
(OOXO WKH&KULVWLDQ DFWLQJ LQ IDLWK PXVW SODFH WKLV TXHVWLRQ LQWR DQ HVFKDWRORJLFDO IUDPHZRUN WKDW
GLUHFWO\ FRQIURQWV PDQ¶V UHDVRQ IRU EHLQJ $FWLRQ LQZKRVH QDPH LHWKHQDPHRIZKLFK
FRQFUHWH SHUVRQSURYLGLQJ ZKDW UHDO SRLQW RIRULJLQ" 7KLV TXHVWLRQ GHPDQGV DWWHQWLRQ WRWKH
HWKLFDO SDUWLFXODUV WKDW HPHUJH LQ WKHEHWZHHQ VSDFHEHWZHHQ DVXEMHFW DQGREMHFWLQ UHODWLRQ D
VLJQLILHU DQGDQRWKHU IRUZKRP WKH WKLQJ VLJQLILHG KDVPHDQLQJ LQ WKHFRQWH[W RI DQH[SOLFLW
UHODWLRQ 
,Q3UHVHQFH(OOXO SHUVXDGHV WKH UHDGHUWRUHIOHFW XSRQ WKHRQWRORJLFDO UHYHUVDO RI EHLQJ WR
DFWLRQ KHFULWLTXHV E\JURXQGLQJ LW LQ DWKHRORJLFDO TXHVWLRQ WKDW UHTXLUHV WKHUHDGHUWRSODFHWKH
PHDQV DQGWKH HQGLQWR DFRQFUHWH DQGH[FOXVLYHO\ SHUVRQDO SHUVSHFWLYH )RUZKR DQG IRUZKDW
SXUSRVHGRRXUDFWLRQV VHUYH" (OOXO¶V WKHRORJLFDO SURMHFW DVNVKLV UHDGHUWRFRQVLGHU KRZKHRU
VKHDVD&KULVWLDQ LQGLYLGXDO FDQ UDLVH WKHYDOXH RIDQ DFWLRQ WKDW ODFNV DQ\JURXQG LQ DUHDO
3HUVRQ SHUVRQ DERYHWKDW RIWKHYDOXH RI WKH3HUVRQ SHUVRQKLP KHUVHOI %\GUDZLQJ DWWHQWLRQ
WRWKHPHWDSK\VLFDO SUREOHP SUHVHQWHGE\WHFKQLTXH¶V UHYHUVDO RIEHLQJ WRGRLQJ LQ 6\VWHP(OOXO
FDOOV KLV UHDGHUDV DSDUWLFXODU VLWXDWHG LQGLYLGXDO WRUHFRQVLGHU WKHFHQWUDO TXHVWLRQ RI&KULVWLDQ
HWKLFV SRVHGLQ3UHVHQFHWKHTXHVWLRQ RIZKDW VHSDUDWHV&KULVWLDQ YDOXH IURP WHFKQLFDO YDOXH ,Q
(OOXO¶V &KULVWRFHQWULF YLHZ WKH DQVZHU WRWKLV TXHVWLRQ FHQWHUV DURXQG DFRQFUHWH SRLQW RI RULJLQ
WKDW EHJLQV ZLWK D7UXWK WKDW LV ERWKD:RUGDQGD3HUVRQ7KHUHIRUH IRU(OOXO WKH UHDOLW\ RI
%HLQJ LQ UHODWLRQ ZLWK EHLQJ OLHV RXWVLGH RIDQ\ SKLORVRSKLFDO RUREMHFWLYH LQWHUSUHWDWLRQ RIWKH
WHUP³GLDOHFWLF ´ DOWKRXJK WKHPRYHPHQW RIOLIH HVWDEOLVKHG LQ DQGWKURXJK WKLV UHODWLRQ LV
PLUURUHG LQ WKH&KULVWLDQ YLHZ RIVRFLDO UHDOLW\ 

,Q(OOXO¶V WKHRFHQWULF SKLORVRSK\ RI FRPPXQLFDWLRQ WKH ³GLDOHFWLF ´ LV VHWLQPRWLRQ E\D
ZRUOGYLHZ JURXQGHG LQ WKHXQUHVROYDEOH G\QDPLF FRQWUDGLFWLRQ EHWZHHQ WUXWK DQGUHDOLW\
)RU(OOXO ³&KULVWLDQ )DLWK DQG6RFLDO 5HDOLW\ ´ WUXWK DQG UHDOLW\ H[LVW LQ WHUPV RIERWKDGLYLVLRQ
DQGDUHODWLRQVKLS LHDGLDOHFWLF WKDW KDVPHDQLQJ RQO\ LQ WKHXQLW\ RIVLPLODULW\ DQGGLIIHUHQFH
(OOXO PDLQWDLQV WKDW LQ WKHWHFKQRORJLFDO PLOLHX WKH IRFXVXSRQ WKH IRUP RIREMHFWLYLW\
KDVHQDEOHG LQGLYLGXDOV WRIRUJHW WKLV GLVWLQFWLRQ 7KHUHIRUH (OOXO¶V HWKLFDO SHUVSHFWLYH
UHVWVXSRQ WKHSURSRVLWLRQ WKDW WUXWK DQGUHDOLW\ PXVW EHHQJDJHG DVDXQLW\ RIRSSRVLWHV LQ RUGHU
IRU KXPDQ OLIH WRKDYHPHDQLQJ ZLWKLQ KLVWRU\ DVQHLWKHU LVDFRQVWUDLQLQJIRUFHLQLVRODWLRQ
 7UXWK DQGUHDOLW\ PXVW EHSHUPLWWHG WRHQWHU WKH VDPH VSDFHLQ RUGHUWRKDYH
WUDQVIRUPDWLYH SRZHU LHWKHSRZHURIFUHDWLYH SRVVLELOLW\ ZLWKLQ KLVWRU\ 7KHZRUNRIWKH
&KULVWLDQ DFWRULQ WKHZRUOG LQYROYHV SODFLQJ KLP KHUVHOI DWWKHQDUURZ SRLQW RILQWHUVHFWLRQ
EHWZHHQ WKHVHSDUDOOHO SROHV OLYLQJ RXW WKHWHQVLRQ DVDVLJQ RIWKHGLYLVLRQ EHWZHHQ WUXWK DQG
UHDOLW\ 7KLV LV QRWWKHZRUNRIDQDQRQ\PRXV FRUSRUDWL]HG PHDQV ORFDWHG LQ DQ LPDJLQDU\
HOVHZKHUH EXWDVLWXDWHG FRQFUHWH LQGLYLGXDO LQ DSDUWLFXODU KHUH DQGQRZ 
)RU(OOXO WKH UHODWLRQ EHWZHHQ%HLQJ DQGEHLQJ HVWDEOLVKHG LQ IDLWK PDNHV LW LPSRVVLEOH
WRVSHDNRI&KULVWLDQ LQVWLWXWLRQV RQO\ &KULVWLDQV LQGLYLGXDOV )DLWK LV QRWDQGFDQQRW EH
FRQFHLYHG LQ WHUPV RIDPDVVPHGLDWHG UHODWLRQ ³&KULVWLDQ )DLWK DQG6RFLDO 5HDOLW\ ´ 
,QVWLWXWLRQV DVDEVWUDFW VWUXFWXUHV RI EHOLHI FDQQRW KDYH IDLWK LQ -HVXV&KULVW EHFDXVHWKHUH LV QR
 (OOXO -³(SLORJXH2Q'LDOHFWLF´ S
 'DUU\O:HQQHPDQ³0LGGOH/HYHO7KHRU\LQ(OOXO¶V 7KRXJKW´SR LQWVWRZDUGWKHGHWHUPLQLQJ IDFWRULQ(OOXO¶V
WKHRU\RIWHFKQLTXHWRPDNH WKHFODLP WKDWZKHQWKRXJKWLVQRWFRQVWUDLQHGE\WKHWHQVLRQEHWZHHQFRPSHWLQJ
YDOXHVLWEHFRPHVVXEMHFWWRGRPLQDWLRQE\DVLQJXODULQWHUSUHWDWLYHIUDPHZRUN ZKLFKWKHQEHFRPHV³WK HFRQGLWLRQ
IRUWKHSRVVLELOLW\RIDQ\H[SHULHQFH ZKDWVRHYHU´ :HQQHPDQYLHZV(OOXO¶V DSSOLFDWLRQRIWKHRORJLFDO
NQRZOHGJHWRKLVVRFLRORJLFDOXQGHUVWDQGLQJRIWHFKQLTXHDVRQHRIIRXUHOHPHQWVRIFRPSDWLELOLW\ ZLWKD0LGGOH
/HYHO7KHRU\DQDO\VLVZKLFKDLPV DWILQGLQJWKHSRLQWRIPHDQLQJ WKDWOLHVEHWZHHQ DKLJKO\DEVWUDFWPHWDSK\VLFDO
DSSURDFKDQGEDUHIDFWXDODQDO\VLV $OWKRXJK:HQQHPDQ¶VSURMHFWIRFXVHVXSRQWKHLQWHUVHFWLRQRIWKHRU\DQG
SUDFWLFHDVWKHSRLQWRIGHFLVLYHDFWLRQZLWKRXWFRQVLGHULQJ³HWKLFV´KLVSUD[LDO DQDO\VLVDOLJQVZLWKDQ$ULVWRWHOLDQ
SKLORVRSK\RIHWKLFVLH WKHQDUURZ VSDFHRILQWHUVHFWLRQEHWZHHQWZRRSSRVLQJYDOXHV± WKHPHDQ± FRQVWLWXWHVWKH
VSDFHRIHWKLFV

FRQFUHWH UHIHUHQW WRH[SUHVV WKHEHLQJ WKDW LQLWLDWHV WKH DFWRI EHLQJ LQ UHODWLRQ WKHVH VWUXFWXUHV
KDYHQRUHDOLW\ EH\RQG WKHPDGH(OOXO¶V HWKLF DQGSKLORVRSK\ RI FRPPXQLFDWLRQ LV
JURXQGHG LQ DUDGLFDOO\ VXEMHFWLYH GLVWLQFWO\ &KULVWLDQ H[LVWHQWLDOLVP WKDW UHFRJQL]HV IDLWK DVD
VWULFWO\ LQWHUSHUVRQDO UHODWLRQ EHWZHHQ%HLQJ DQG DEHLQJ 7KLV UHODWLRQ HVWDEOLVKHV DVSDFHIRU
WKHSUDFWLFHRI&KULVWLDQ HWKLFV DSUDFWLFH FKDUDFWHUL]HG E\FRPSOHWH IUHHGRP RILQGLYLGXDO DFWLRQ
SURYLGHG WKDW WKLV DFWLRQ LV QRWVHOIGLUHFWHG EXW UDWKHU GLUHFWHG RXWZDUG WRZDUG WKHRWKHU LQ ORYH
IRU WKHJORU\ RI*RGDQG+LV HQGV 3UHVHQFH FI ,Q(OOXO¶V &KULVWRFHQWULF YLHZ
DFWLRQ LQ REHGLHQFH WRIDLWK FHQWHUV DURXQG DFRQFUHWH SRLQW RI RULJLQ WKDW EHJLQV ZLWK D7UXWK WKDW
LV ERWKD:RUGDQGD3HUVRQ7KHILWQHVV RI WKHPHDQV GHSHQGVXSRQZKHWKHU LQGLYLGXDO DFWLRQ LV
WKH UHIOHFWLRQ RIDIUHHO\JLYHQ DFWRI ORYH DVDUHFLSURFDO UHVSRQVH WRWKHJLYHQQHVV RI/RYHRU
WKDW RIXQUHIOHFWLYH FRQIRUPLW\ WRDIRUFHRI SXUHGRPLQDWLRQ DQGFRQWURO ,QGRLQJ VR(OOXO¶V
LQTXLU\ SRLQWV WRWKHIROORZLQJ HWKLFDO TXHVWLRQ +RZFDQD&KULVWLDQ LQGLYLGXDO XQGHU WKHIRUFH
RIDQ\ VXFK FORVXUH VSHDNRI ORYH DVDIRUP RIWUXWK" 
:LOOHP 9DQGHUEXUJ ³7KH (VVHQWLDO &RQQHFWLRQ EHWZHHQ WKH7ZR3DUWVRIWKH:RUNRI
-DFTXHV(OOXO ´ IUDPHV WKLV TXHVWLRQ LQ DPDQQHU WKDW GLUHFWO\ FRQIURQWV (OOXO¶V SUREOHP RI KXPDQ
UHODWLRQV DPRQJ LQGLYLGXDOV OLYLQJ DQGLQWHUDFWLQJ DVPHDQV LH WKH)%6 ³:KRZRXOG WDNH
VHULRXVO\ DGHFODUDWLRQ RIORYH PDGHE\VRPHRQHXQGHU GXUHVV" ´ ,IORYH LV QRWWKHPRWLYH
WKDW EULQJV KXPDQ EHLQJV LQWR UHODWLRQ ZLWK RQHDQRWKHU DQ\ DFWLRQ WKDW GHVFHQGV IURP WKLV
XOWHULRU RUXQGLVFORVHG PRWLYH FDQQRW EHFRQVLGHUHG ORYLQJ DFWLRQ ,QLWV GLVFRQQHFWLRQ
EHWZHHQ WUXWK DQGDFWLRQ ZRUGDQGGHHGDQXOWHULRU PRWLYH LVFKDUDFWHUL]HG E\LWV SRVVHVVLRQ RI
DIDOVHIRUPRILQWHQWLRQ7HFKQLTXH DFFRUGLQJ WR(OOXO 6\VWHPDFKLHYHV LWV WRWDOLW\ EHFDXVH LW
LV DERYHHYHU\WKLQJ HOVH WKH H[SUHVVLRQ RI D IRUP RILQWHQWLRQ WKDW REIXVFDWHV UHIHUHQFH WRDQ\






RWKHU IRUP RIEHLQJ ZKLOH LQWHJUDWLQJ LWV ILUVWRULHQWLQJ IRUP LQWR HYHU\RSSRVLQJ IDFWRU RI YDOXH
:KLOH WKHGLVWDQFH SUHVHUYHGE\GLDOHFWLF FRQVFLRXVQHVV UHQGHUV WKLV IDOVH IRUP DSSDUHQW
WKH)%6 DVWKH IDOVH PLFURVWUXFWXUDO HOHPHQW WKDW GHWHUPLQHV WKHPDFURVWUXFWXUH RI
SKHQRPHQRQ HOLPLQDWHV UHFRJQLWLRQ RI WKLV FRQFHDOPHQW ZLWKLQ FRQVFLRXVQHVV E\HOLPLQDWLQJ WKH
GLVWDQFH FRQVWLWXWLYH IRU SKHQRPHQRORJLFDO GXDOLW\ LHIRU SUHVHUYDWLRQ RIWKH VWUXFWXUH RI
H[SHULHQFH WKDW SHUPLWV WKHSRVLWLYH QHJDWLYH GLVWLQFWLRQ WRDSSHDUWRFRQVFLRXVQHVV )RU(OOXO
WKH DOWHUDWLRQ RIFRQVFLRXVQHVV E\WKH)%6LV DERWKDWKHRORJLFDO DQGPHWDSK\VLFDO SUREOHP ± D
PXWDWLRQ RIKXPDQ UHDVRQLQJ ± WKDW FDOOV DOO KXPDQ UHODWLRQV IRUPHG E\WHFKQLTXH LQWRTXHVWLRQ
DQGZLWK LWWKH VXUYLYDO RIHYHU\WKLQJ WKDW FDQEHSURSHUO\ FRQVLGHUHG ³KXPDQ ´ ZRUNV)RU
(OOXO WKHUH LV QRVXFK WKLQJ DVDWHFKQLFDO SKLORVRSK\ RUFXOWXUH EHFDXVH WKH³VSLULW´ RIPDQ TXD
PDQ ± LHWKH IXOO\V\PEROLF H[SUHVVLRQ RIPDQ¶V HVVHQFH WKDW LVWKHZRUG± PXVW UHPDLQ DEVHQW
IURP WKHVH FRQVWUXFWV
7KHRQWRORJLFDO UHYHUVDO RIEHLQJ WRGRLQJ WKHRUL]HG DVWKH)%6FRQVWLWXWHV SRVVHVVLRQ
RIEHLQJ E\DIRUP E\WKH VSLULW RIWHFKQLTXH 7KHGLDOHFWLFDO FRQWUDSRVLWLRQ EHWZHHQ RULJLQ DQG
YDOXH WKDW(OOXO EULQJV LQWR FRQYHUVDWLRQ WKURXJK KLV WKHRORJLFDO VRFLRORJLFDO FULWLTXH GRHVQRW
VHHNWRHVWDEOLVK DULJLG RUFRQFOXVLYH SUHVFULSWLRQ EXWUDWKHU DGLVWLQFWO\ &KULVWRFHQWULF
IUDPHZRUN IRU LQGLYLGXDO UHIOHFWLRQ %\ FRQVWUXFWLQJ DPHVVDJH LQ FRXQWHUSRLQW (OOXO¶V GLDOHFWLF
PHWKRGRIQRPHWKRG DLPV WRUHRSHQDVSDFHRIXQUHVROYDEOH WHQVLRQ +LVPHVVDJH DGGUHVVHV D
SDUWLFXODU LQGLYLGXDO KXPDQ EHLQJ LQ FRQFUHWH WLPH SODFHDQGVSDFHDSHUVRQZKR LV UDGLFDOO\
 7KHVWUXFWXUHRIWKH)%6 LVDIDOVHHOHPHQWEHFDXVHDUHDOGXDOLW\KDVPXWDWHG LQWRDVLQJXODULW\LQFRQVFLRXVQHVV
XQGHUIRUFHRIDIRUP (OOXO LPSOLFLWO\ DVVHUWVWKDWWKLVGXDOLW\FRQWLQXHVWRH[LVWLQUHDOLW\ DQGWKDWLWFDQEHIUHHGE\
WKHSKHQRPHQRORJLFDOH[SHULHQFH RIGLVWDQFH






DQGVXEMHFWLYHO\ VLWXDWHG %\ DVVXPLQJ DVLWXDWHG HWKLFDO SRVLWLRQ LQ LQWHUSHUVRQDO UHODWLRQ LQ
KLV GHOLYHU\ (OOXO DLPV DWSHUVXDGLQJ WKLV SDUWLFXODU VLWXDWHG LQGLYLGXDO WRFRQVLGHU WKHPHDQLQJ
RI&KULVWLDQ UHDOLW\ EHLQJ DQG DFWLRQ GXULQJ KLV KHUKLVWRULFDO PRPHQW ,QERWK 3UHVHQFH
DQG6\VWHP(OOXO SRLQWV WRZDUG WKHTXHVWLRQ RIZKHWKHU WKH LQGLYLGXDO UHDGHULV
EHLQJLQVHUYLFH WRD3HUVRQDQG D:RUGRUVHUYLQJWREH DQDQRQ\PRXV UHSUHVHQWDWLYH RIDQ
DQRQ\PRXV FRQVWUXFW WKDW HQWHUV LQWR KLVWRU\ DVDSXUHIRUP RIGLVFXUVLYH SDUWLFLSDWLRQ 
(OOXO DGYDQFHV WKHSKHQRPHQRORJLFDO VWDQGSRLQW WKDW EHFDXVHKXPDQ FRQVFLRXVQHVV
FDQQRW JDLQ GLVWDQFH IURP WKHH[SHULHQFH RIOLIH DVDUWLILFH LQ WKH WHFKQLFDO PLOLHX DQ\ DWWHPSW WR
SODFH WKHPHDQV ZLWKLQ LWV ³WUXH VLWXDWLRQ ´ UHTXLUHV DQ³HQG WKDW LV ERWK WUDQVFHQGHQW DQGSUHVHQW ´
3UHVHQFH)RU(OOXO WKLV HQGLV -HVXV&KULVW DVWKH:RUG,QFDUQDWH WKH OLYLQJ LQWHJUDWLRQ RI
SHUVRQZRUGDQGGHHG7KH&KULVWLDQ OLIH OLYHG DVDVLJQ RIWKHSUHVHQFHRIWKH6SLULW LV DOLIH
OLYHG DVWKH LPLWDWLRQ RI&KULVW RQHWKDW OLYHV RXWWKHPHDQLQJ RIWUXVW LQ D3HUVRQ E\DSHUVRQ 
/RYH WUXWK DQGWUXVW EHFRPHVLJQV LQFDUQDWHG WKURXJK DGLVWLQFWO\ &KULVWLDQ VW\OH RI OLIH EHFDXVH
WKHZRUGLV LQVHSDUDEOH IURP WKHSHUVRQZKR VD\V LW%\ DVVHUWLQJ WKHSUHVHQFHRIDOLYLQJ VXEMHFW
LQ UHODWLRQ WKH LQFDUQDWLRQ RIWKH VLJQ GLVUXSWV WKH V\VWHP E\EULQJLQJ WKHGLDOHFWLF RUGHUDQGWKH
HYHQW LQWR SOD\ )DLWK IRU(OOXO LV QRWVRPHWKLQJ WKDW LVFRPPXQLFDWHG EXWVRPHWKLQJ WKDW LV
H[SHULHQFHG ± DPDWWHU RI EHLQJ IXOO\ SUHVHQW LQ DQHYHQW PDGHSRVVLEOH E\DQ(WHUQDO 3UHVHQFH 
7KH H[SHULHQFH RI IDLWK UHTXLUHV RSHQQHVV WRUHFHLYLQJ WKH6SLULW WKURXJK WKH:RUGWKH UDGLFDOO\
H[LVWHQWLDO PHHWLQJ RI LPPDQHQFH DQG WUDQVFHQGHQFH DVLWEULHIO\ HQWHUV LQWR WLPH DQGWKHQ
UHFHGHV(OOXO DVNVWKH&KULVWLDQ UHDGHUWRIXUWKHU FRQVLGHU ZK\ WKH&KULVWLDQ DFWRUZRXOG GHQ\
VHUYLFH WR/RYH WKH8OWLPDWH 3RZHULQ RUGHUWRVHUYH DOHVVHU LPSHUIHFW SRZHULQ WKH
 0DUYD'DZQ ³6RXUFHV2Q&KULVWLDQ3HVVLPLVP´ DFNQRZOHGJHV(OOXO¶V LQWHUSHUVRQDOVW\OHRIZULWLQJ LQKHU
GLVFXVVLRQRIWKHKHUPHQHXWLFSUREOHP VKHHQFRXQWHUHGLQWUDQVODWLRQRI(OOXO¶V ³O¶KRPPH´ ³PDQ´ WRLQGLFDWHD




SDUDGR[LFDO TXHVWWRSHUIHFWPDQ RQDSXUHO\ KLVWRULFDO EDVLV ± DPRYH WKDW6FULSWXUH FRQWLQXDOO\
ZDUQVXVDJDLQVW 7KH&KULVWLDQ LQGLYLGXDO¶V UHIXVDO WRVHUYH/RYH LQRUGHUWRVHUYH DQ\ OHVVHU
SRZHUSURFHHGLQJ IURP LW LV LQ(OOXO¶V WKHRORJLFDO VRFLRORJLFDO FULWLTXH WRGHQ\ HVFKDWRORJLFDO
UHDOLW\ DQGWKXV WKHVSLULWXDO EDVLV RI&KULVWLDQ IDLWK 
(OOXO¶V SURMHFWDLPV WRSURWHFWDQGSURPRWH WKHVSDFHRIHWKLFV E\ZD\RI KLV VXEMHFWLYH
UHIXVDO WRHOLPLQDWH WKHRORJLFDO DQGVRFLRORJLFDO WHQVLRQV :KLOH (OOXO GRHVQRW VSHFLILFDOO\
DUWLFXODWH WKHQRWLRQ RIHWKLFV DVD³VSDFH ´ KHGRHVVXJJHVW LQ DOLJQPHQW ZLWK /LVEHWK /LSDUL
/LVWHQLQJ7KLQNLQJ%HLQJ WKDW HWKLFV LV VRPHWKLQJ WKDW HPHUJHV ZLWKLQ WKHSDVVLYH VSDFH
RIOLVWHQLQJ WKXV ORFDWLQJ LWV SRLQW RIRULJLQ ZLWKLQ DQLQGLYLGXDO KXPDQ EHLQJ ZKRPDNHV
SRVVLEOH WKH H[SHULHQFH RI KHDULQJ DUDGLFDOO\VXEMHFWLYH LQGLYLGXDO H[SHULHQFH LQFDSDEOH RI
FRUSRUDWL]DWLRQ RUV\QWKHVLV )URP WKLV VWDQGSRLQW RI SXUHO\ LQWHUQDO LHKLGGHQ RUVSLULWXDO
RULJLQ (OOXO¶V HWKLFDO SKLORVRSK\ ILQGV LWV JURXQG LQ WKHSULRULW\ RI EHLQJ RYHU DFWLRQ RQHWKDW
EHJLQV ZLWK WKH LQGLYLGXDO H[SHULHQFH RIUHFHLYLQJ D:RUGZRUGWKDW LV JLYHQ$SKLORVRSKLFDO
UHVSRQVH WR(OOXO¶V VRFLRORJLFDO SURMHFWLV QRWGLIILFXOW WRSXUVXH DSDUWIURP DQ\ FRXQWHUUHIHUHQFH
ZLWK LWV XQGHUO\LQJ WKHRORJLFDO SRVLWLRQ ZKLFK FDQQRW EHUHGXFHGWRDSKLORVRSK\ RIEHLQJ RU
DFWLRQ ,QFDSDEOH RI UHGXFWLRQ WRHLWKHU IRXQGDWLRQDO SKLORVRSK\ (OOXO¶V HWKLF DQG&KULVWRFHQWULF
SKLORVRSK\ RIFRPPXQLFDWLRQ FDQQRW EHUHGXFHG WRDQ\SKLORVRSK\ WKDW SURFHHGVEH\RQG WKHVH
SRVLWLRQV ± LHLW FDQQRW EHDSKLORVRSK\ RI DQ\NLQG $VDSXUHO\ HWKLFDO SRVLWLRQ WKDW GHQLHV
SKLORVRSK\ DVWKHJURXQG IURP ZKLFK VRPHIRUP RIUHDVRQPLJKW EHFRPH NQRZQ DVDIRUP RI
EHOLHI LW FDQQRW EHSRVLWLRQHG DVDVRXUFHRI V\VWHPDWLF WKRXJKW (OOXO¶V SURMHFWDLPV WRPDNH
SUHVHQW DQRSHQLQJ WRDSDUWLFXODUO\ &KULVWLDQ HVFKDWRORJLFDO YLHZ RIUHDOLW\ ZKLFK UHTXLUHV KLP
WREHDUZLWQHVV WRDUDGLFDOO\ H[LVWHQWLDO IRUP RI SUHVHQFH LQ IDLWKEDVHG UHFRJQLWLRQ RI D
'LYLQHO\JLYHQ RUGHU
 (OOXO -7KH+XPLOLDWLRQRIWKH:RUG S

(OOXO¶V IDLWKIXO REHGLHQFH WRWKLV HVFKDWRORJLFDO 2UGHUUHMHFWV DQ\PDQPDGH V\VWHP WKDW
VHHNVWRUHHVWDEOLVK WKH*LYHQ 2UGHURQLWV RZQ WHUPV ± DEVWUDFW DXWRQRPRXV WHUPV WKDW SODFH
UHDO DFWLRQ RXWVLGH RI DUHDO3HUVRQSHUVRQDVWKHVRXUFHRI DFWLRQ (OOXO¶V HWKLF DQG
&KULVWRFHQWULF SKLORVRSK\ RIFRPPXQLFDWLRQ FDQEHVLWXDWHG XSRQKLV UDGLFDOO\ H[LVWHQWLDO
SKLORVRSKLFDO VWDWHPHQW WKDW ³>W@KH ZRUNFDQQRW EHEHWWHUWKDQ LWV DUWLVDQ ´ ³2Q&KULVWLDQ
3HVVLPLVP´ )RU(OOXO DOO TXHVWLRQV RIDFWLRQ PXVW EHLQH[RUDEO\ WLHG WRWKHSULRU TXHVWLRQ
RIZKR LHZKLFK 3HUVRQSHUVRQDVWKHVRXUFHRIWKH DFWLRQ &KULVWLDQ DFWLRQ PXVW EHD
UHIOHFWLRQ RI WKHGLDORJXH EHWZHHQ 6SLULW DQGVSLULW ³7KH PRPHQW WKH URRWLVFKDQJHG WKHIUXLWV
WKDW JURZDUHDOVR FKDQJHG ´ ³7KH0HDQLQJ RI)UHHGRP$FFRUGLQJ WR6W3DXO´  %\SODFLQJ
KLV LQWHOOHFWXDO SURMHFWZLWKLQ WKH OLPLWV LPSRVHG E\KLV &KULVWRFHQWULF IDLWK ± DUHODWLRQ EHWZHHQ
SHUVRQ DQG3HUVRQWKDW EHFDXVH LW FDQQRW EHUDWLRQDOL]HG UHPDLQV LQFDSDEOH RI GHV\PEROL]DWLRQ
E\WHFKQLTXH ± (OOXO ZRUNV WRPDLQWDLQ VHSDUDWLRQ IURP DZRUOGYLHZ GHILQHG E\REMHFWLYH
DSSHDUDQFH WRUHFRYHU WKHGLVWDQFH EHWZHHQ WKHVHOI DQG WKHRWKHU DQGLQ GRLQJ VRWRFUHDWHDQ
RSHQLQJ IRUGLDOHFWLF UHDOLW\ ± WKHXQUHVROYDEOH XQLW\ RIUHYHDOHG DQGKLGGHQ WUXWK ± WRDSSHDU
ZLWKLQ FRQVFLRXVQHVV
(OOXO¶V &KULVWRFHQWULF HWKLF DQGSKLORVRSK\ RIFRPPXQLFDWLRQ LVWKH H[SUHVVLRQ RI KLV
DZDUHQHVV RIKLPVHOI DVDQ LQGLYLGXDO KXPDQ EHLQJ ZKRKDV UHFHLYHG WZRGLVWLQFW JLIWV 7KH ILUVW
LQYROYHV DQH[FHSWLRQDOO\ DFXWHDZDUHQHVV RIKLV RZQ UDGLFDOO\VXEMHFWLYH DOWHULW\ DQDZDUHQHVV
ZKLFK DOORZV KLP WRDWWDLQ GLVWDQFH IURP HYHU\ RWKHU REMHFWKHHQFRXQWHUV LQ DXQLYHUVH DQGD
UHDOLW\ ZKLFK KHYLHZV DVIRUPHG LQ DQG WKURXJK WKH DEVHQFHRISKHQRPHQRORJLFDO GLVWDQFH
7KH VHFRQGLQYROYHV WKHJLIW RI IDLWK LQ D 3HUVRQZKRP KHUHFRJQL]HV DV:KROO\ 2WKHU DJLIW WKDW
 /RYHNLQ 7HFKQLTXH'LVFRXUVHDQG&RQVFLRXVQHVVZKLOH WDNLQJGLVWDQFHIURP DQ\WKHRORJLFDOO\EDVHG





(OOXO DFNQRZOHGJHV DVKDYLQJ EHHQUHFHLYHG WKURXJK KLV KHDULQJ RID:RUGZKLFK KHEHOLHYHV
KDVEHHQ IXOO\ UHYHDOHG LQKLVWRULFDO WLPH (OOXO UHFRJQL]HV ERWKRIWKHVHJLIWV ± WKHJLIW RI
PDWHULDO DZDUHQHVV DQGWKH VSLULWXDO JLIW RIIDLWK ± DVXQV\QWKHVL]DEOH IRUPV RI'LYLQH JLYHQQHVV
ZKLFK UHIOHFW DQRUGHURIPHGLDWLRQ E\ZKLFK *RG¶VZLOO PLJKW EHFDUULHGRXW LQ WKHZRUOG 7KLV
RUGHULQYROYHV WKH LQWHJUDWLRQ RIPDWWHU DQGVSLULW LQ WKHLU GLDOHFWLF XQLW\ DQRUGHURI UHFHSWLRQ
DFNQRZOHGJHPHQW UHIOHFWLRQ DQGWKHRIIHULQJ RIDUHVSRQVH WREHLQJ IRU%HLQJ (OOXO UHFRJQL]HV
ERWKJLIWV DVJLYHQ LQ ORYH DQGWKDWZKLFK KHUHFHLYHV DQGDFFHSWVLQ ORYH ± DGLDOHFWLF IRUP RI
UHODWLRQ WKDW GHILQHV KLV H[SHULHQFH RIOLIH DVDQRQJRLQJ IORZ RIUHYHDOLQJ DQGKLGGHQQHVV
OLVWHQLQJ DQGUHVSRQGLQJ LQ DFFRUGDQFHZLWK D:LOO DQGDQ2UGHUWKDW LV UHYHDOHG DQGQRWPDGH 
&RQFHLYHG LQ WKLV IDVKLRQ OLIH LQ(OOXO¶V YLHZ LVWKXV H[SUHVVHGERWK DV DQGE\ WKH:RUGZRUG
WKXV SURYLGLQJ WKHRQO\ VLWH E\ZKLFK WKHTXHVWLRQ RIWUXWK PLJKW EHPHGLDWHG DVDIRUHJURXQG
DJDLQVW WKHG\QDPLF EDFNJURXQG RIWHPSRUDO UHDOLW\ 
(OOXO¶V UKHWRULF LV DUKHWRULF RIUHDOL]DWLRQ LQ IDLWK DUHDOL]DWLRQ WKDWPLJKW SRVLWLRQ WKH
&KULVWLDQ LQWHOOHFWXDO WRTXHVWLRQ WKHUHDO HQGVRI UHDO SHUVRQV DVWKHSXUSRVHRI EHLQJ DOLYHD
EHLQJ HVWDEOLVKHG LQ UHODWLRQ E\D3HUVRQ LQ UHODWLRQ (OOXO¶V GLDOHFWLF PHWKRG RIQRPHWKRG
FRPPXQLFDWHV DGLVWLQFWO\ GLIIHUHQW NLQG RIPHDQV ± DPHDQV WKDW SRVVHVVHVDQRULJLQ RXWVLGH RI
WHFKQLTXH ,WLV DPHDQV RIH[SUHVVLQJ DOLYLQJ UHODWLRQ WKDW LV UHDOL]HGLH LW LQYROYHV DVWUXJJOH
WRPDLQWDLQ H[LVWHQWLDO DQFKRULQJ LQ WKHUHDO WKURXJK WKH FRQWLQXRXV SURFHVVRIJLYLQJ DQG
UHFHLYLQJ $FNQRZOHGJHPHQW RI WKHGLDOHFWLF PRGHO RIJLYLQJ DQGUHFHLYLQJ LQ ORYH HVWDEOLVKHV
WKH IRUP UHIOHFWLYH RI(OOXO¶V &KULVWRFHQWULF HWKLF DQGSKLORVRSK\ RI FRPPXQLFDWLRQ LH(OOXO LV
DZLWQHVV WRWKLV UHODWLRQ IRUPHG LQ ORYH RXWRI ORYH )RU(OOXO WKLV UHODWLRQ LVRQH WKDW EHJLQV
ZLWK WKH UHFRJQLWLRQ RIGLVWDQFH ZLWKLQ FRQVFLRXVQHVV DGLVWDQFH WKDW EULQJV LQWR UHDOL]DWLRQ
DXWKHQWLF IRUPV RIEHLQJ DVUHODWLRQV EHWZHHQ VXEMHFWLYLW\ DQG DOWHULW\ (OOXO¶V HWKLFDO SURMHFW LVD

SURMHFWWKDW VHHNVWRIUHHWKH VXEMHFW E\IUHHLQJ ODQJXDJH WR FUHDWHWKH FRQGLWLRQV WKDWPLJKW
UHQHZ WKLV VHSDUDWLRQ ZLWKLQ FRQVFLRXVQHVV (OOXO¶V GLDOHFWLF PHWKRG RIQRPHWKRG DLPV WRFDOO
LQGLYLGXDO H[LVWHQFH DVDGLDOHFWLF RIPDWWHU DQGVSLULW EDFNIURP LWV H[LVWHQFH RXWVLGH RI
FRQFUHWH WLPH VSDFHDQGSODFH WKURXJK DUHWXUQ WRWKHVSDFHZKHUH ³, ´ DQG ³WKRX ´ H[LVW EHIRUH
RQHDQRWKHU LQ WKHFRQFUHWH KHUH DQGQRZ 

:RUNV&LWHG
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%XEHU0DUWLQ 7KH:D\RI5HVSRQVH7UDQVODWHG E\1DKXP 1*ODW]HU 1HZ<RUN6FKRFNHQ
%RRNV
%XUNH.HQQHWK $*UDPPDURI0RWLYHV%HUNHOH\ DQG/RV$QJHOHV 8QLY RI0LFKLJDQ 3UHVV

$5KHWRULFRI0RWLYHV%HUNHOH\ DQG/RV$QJHOHV 8QLYHUVLW\ RI&DOLIRUQLD 3UHVV
7KH5KHWRULFRI5HOLJLRQ 6WXGLHVLQ/RJRORJ\%HUNHOH\ DQG/RV$QJHOHV 8QLYHUVLW\ RI
&DOLIRUQLD 3UHVV
&DVVLUHU(UQVW ³)RUP 8QG7HFKQLN ´ )RUPDQG7HFKQRORJ\ 6\PERO7HFKQLN6SUDFKH
6\PERO7HFKQRORJ\DQG/DQJXDJHHGLWHGE\(UQVW:ROIJDQJ 2UWK DQG-RKQ0LFKDHO
.URLV+DPEXUJ )HOL[ 0HLQHU 9HUODJ SS±

³FDWDO\VLV ´ 2QOLQH(W\PRORJ\'LFWLRQDU\'RXJODV +DUSHU+LVWRULDQ -DQ
'LFWLRQDU\FRP KWWSZZZGLFWLRQDU\FRPEURZVHFDWDO\VLV
&DVH\7LPRWK\ ³3KLORVRSK\ RI7HFKQRORJ\ LQ WKH-HVXLW 8QLYHUVLW\ ´ &RQYHUVDWLRQVRQ-HVXLW
+LJKHU(GXFDWLRQYRO $SU
KWWSHSXEOLFDWLRQVPDUTXHWWHHGXFRQYHUVDWLRQVYROLVV
&KDVWHQHW 3DWULFN ³$ VKRUW ELRJUDSK\ RI-DFTXHV(OOXO ´ -DFTXHV(OOXO3DJH'$FFXHLO+RPH
3DJH5HWULHYHG 2FWREHUIURP KWWSZZZHOOXORUJELRBHKWPO
&KDVWHQHW 3DWULFN ³6KRUW %LRJUDSK\ ´ ,QWHUQDWLRQDO-DFTXHV(OOXO6RFLHW\,-(6
HOOXORUJOLIHELRJUDSK\ $FFHVVHG$SU
&KULVWLDQV &OLIIRUG *³&RPPXQLFDWLRQ 7KHRU\ LQ(OOXO¶V 6RFLRORJ\ ´ (OOXO6WXGLHV)RUXP
(GLWHG E\&OLIIRUG *&KULVWLDQV YRO -XO\ SS±
KWWSVMRXUQDOVZKHDWRQHGXLQGH[SKSHOOXOLVVXHYLHZ
³'LDORJLF &RPPXQLFDWLRQ 7KHRU\ DQG&XOWXUDO 6WXGLHV ´ 6WXGLHVLQ6\PEROLF,QWHUDFWLRQD
5HVHDUFK$QQXDOHGLWHGE\1RUPDQ.'HQL]LQ YRO *UHHQZLFK &7-$,3UHVV
SS±
³(OOXO DV7KHRORJLDQ LQ &RXQWHUSRLQW´ 3HUVSHFWLYHVRQ&XOWXUH7HFKQRORJ\DQG
&RPPXQLFDWLRQWKH0HGLD(FRORJ\7UDGLWLRQHGLWHGE\&DVH\0DQ.RQJ/XP
&UHVVNLOO 1-+DPSWRQ 3UHVVSS±
³-DFTXHV(OOXO DQG'HPRFUDF\¶V µ9LWDO ,QIRUPDWLRQ¶ 3UHPLVH ´ -RXUQDOLVP0RQRJUDSKV
YRO SS




³-XVWLFH DQGWKH*OREDO 0HGLD ´ 6WXGLHVLQ&KULVWLDQ(WKLFVYRO QRSS±
'RZQORDGHG IURP 6DJH3UHPLHU DW'XTXHVQH 8QLYHUVLW\ RQ0DUFK
³3URSDJDQGD DQGWKH7HFKQRORJLFDO 6\VWHP ´ 3XEOLF2SLQLRQDQGWKH&RPPXQLFDWLRQRI
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